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PREFACE 


The articles in this issue deal with some problems implied in 
the transition from liberalism to authoritarianism in continental 
Europe. During the nineteenth century private industry consisted of 
numerous independent entrepreneurs who in each country com- 
peted with likewise independent traders and bankers for social 
power. The outcome of this struggle expressed itself in the relative 
size of the capital controlled by each of them. Dominion over men 
and things was distributed among the members of this diversified 
social group according to the rules of exchange. Power had be- 
come decentralized; it has been transferred from relatively well- 
organized privileged bodies to the multitude of proprietors who 
possessed no other title than their wealth and their resolve to use it. 
The course of social production was the resultant of their respective 
business policies. Seigneural ordinances were replaced by anony- 
mous laws and autonomous institutions, by economic, legal, and 
political mechanisms which reflected the size and composition of 
the nation’s industry. 


Competition among independent entrepreneurs eventually cul- 
minated in the giant concerns of monopolist industry. Under their 
hegemony competition assumed a different form. Their urge to com- 
pete with equals within the nation declined, and with it the motive 
for increased investment and full employment. The great leaders of 
business and other avenues of social life found their peers only 
across the various national borders. Rivalry among equal powers 
shifted more and more to the international Scene alone. The transi- 
tion affected culture as a whole. 


With the advent of fascism, dualisms typical of the liberalistic 
era, such as individual and society, private and public life, law and 
morals, economy and politics, have not been transcended but ob- 
scured. Individuals have become less and less independent of 
society, while society has fallen to the mercy of mere individual 
interests. With the decline of the individual, moral feelings that 
stood against authoritarian law have lost their force, while authori- 
tarian law has been entrusted to a perverted moral sense. Rigid 
discipline such as ruled inside the factory has now spread through- 
out the hinterland, borne forward by élites who in their composition 
and function have combined economy and politics. The leaders of 
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industry, administration, propaganda, and the military have become 
identical with the state in that they lay down the plan of the na- 
tional economy as the entrepreneur before them had laid down policy 
for his factory. At the same time the state manifests its private 
character in that the enormous power wielded by the élites inevitably 
segregates them from the whole as bearers of very special interests. 
Theirs is an extraordinary standard of living, a unique technical and 
political experience, and a streamlined unconcern for material and 
ideal barriers, distinguishing them from the mass of the governed. 
These common traits, however, do not endow the ruling group with 
a real solidarity. The big industrialists attack the fuehrers for their 
expensive political apparatus; the fuehrers blood purge the under- 
fuehrers because of their radical claims; the generals would like 
to get rid of all of them. To counterbalance their antagonisms, no 
common faith exists, as among the medieval clergy, no belief in 
chivalry and princely blood, as among the seigneurs of absolutism,— 
ideals which had combined with their material interests to hold 
these groups together. The unity of fascist leaders is cemented 
merely by their common fear of the people they tyrannize, by their 
dread of ultimate doom. This clique does not become the dupe of its 
own ideologies; it shuffles them about freely and cynically according 
to the changing situation, thus finally translating into open action 
what modern political theory from Machiavelli and Hobbes to 
Pareto has professed. 


These are the basic features of authoritarian society as it took 
shape after the debacle of European liberalism, and most typically 
in Germany. Under National Socialism the distribution of goods 
is carried on by private means, though competition has become even 
more one-sided than in the era of the 200 families. Intra-national 
competition turns into oppression. Only those on top may prosper; 
the amassing of new fortunes is precluded by taxation. The victors 
of the competition have their free play. 


As long as its power had been decentralized, industry, propelled 
by its self-interest, had to cater to the needs of the population and, 
willy-nilly, promoted technical, political, and social progress, at 
least to a certain degree. But under its totalitarian set-up big in- 
dustry is in a position not only to impose its plan upon its former 
competitors, but to order the masses to work instead of having to 
deal with them as free parties to a contract. Popular needs deter- 
mine production far less than they did through the market, and 
industry converges on the production of instruments of destruction. 
Planned waste of intelligence, happiness, and life succeeds the plan- 
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less waste caused by the frictions and crises of the market system. 
The more efficiently authoritarian planning functions and the more 
smoothly nature and men are exploited,—the more are subjects and 
objects of the plan dominated by dead matter and the more sense- 
less, exorbitant, and destructive becomes the whole social apparatus 
which is maintained for the perpetuation of power exclusively. 


Nowhere under fascism can the planful organization of social 
life follow out its own inner logic, for it can nowhere shape society 
according to human needs and potentialities. The plan, conceived 
and executed in the interest of private economic groups, is con- 
stantly obstructed by the changing necessities of power politics 
within and without, while the popular needs it pretends to satisfy 
are frustrated—notwithstanding the vaunted accomplishments in 
Wehrpsychologie, dive-bombing, intelligence service, pincer move- 
ments, underground factories, and so on. The blind calculative 
rationality of business life, so bitterly denounced by fascism, has 
carried over to the authoritarian society. Formerly, the cleverness 
of businessmen had not been able to prevent the results of their 
clever calculations, made in the privacy of their production offices, 
from developing into the pernicious laws of the business cycle, crisis, 
and depression. Now, in authoritarian society, this selfsame ir- 
rational rationality becomes madness with method. Under this so- 
called socialism it is not mankind conscious of its common good and 
solidarity that guides its own destiny; the natural conditions, 
the pressures of the masses, the rivalries of cliques play them- 
selves off against each other in the sinister hearts of the fuehrers 
and emerge as the blind laws of fascist economy. During the earlier 
periods of private industry the achievements of men turned increas- 
ingly against them; no masterpiece of engineering, no gigantic fac- 
tory, no ladies paradise arose without enhancing the power of society 
as well as its misery. In authoritarian society, technical, social, 
military advances are the handmaids of doom and disaster. Every 
frontier torn down by fascism only strengthens the walls separating 
men from each other, every means of communication it improves 
only places them farther apart, every scientific invention only blinds 
them the more to nature. 


Progress in the abstract triumphs. The world belongs to the 
clever, and the devil take the hindmost,—this is true more than it 
ever was. The principle of letting nothing lie still, of stirring 
everyone to action, of tolerating nothing that has no utility, in a 
word, dynamism, is the soul of fascism. Moral taboos and ideals 
are abolished; true is that which has proved serviceable. Can any- 
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one dare question the serviceability of the secret police, of concen- 
tration camps, blood purges against the insane, anti-Semitism, re- 
lentless activization of the people? Fascists have learned something 
from pragmatism. Even their sentences no longer have meaning, 
only a purpose. 


Fascism feels itself the son, nay the savior, of the world that 
bore it. That world collapsed, as Marx had prophesied, because 
after it had reached a certain point in its development, it was unable 
to fulfill human needs. Technological unemployment has evidenced 
the crisis which cannot be alleviated by returning to the market 
system. National Socialism attempts to maintain and strengthen the 
hegemony of privileged groups by abolishing economic liberties for 
the rest of society. In tolerating Hitler, the German people went 
along with the facts; given the prevailing inequality and injustice, 
it was politic to profit from the weakness of the old world powers 
and to supplant them. With the world as it was, Hitler seemed more 
practical than Stresemann. National Socialism became the die-hard 
competitor on an international scale. And now the question is 
whether the long established houses can remodel their enterprises 
fast enough to get rid of it. 


The opening article of this issue draws a picture of an authori- 
tarian society that might embrace the earth, or one that is at least 
autarchic. Its challenging thesis is that such a society can endure 
for a long and terrifying period. Basing itself on the most recent 
economic experience, it comes to the conclusion that all technical 
economic problems that worried the business world can be handled 
through authoritarian devices. The article attempts to destroy the 
wishful idea that fascism must eventually disintegrate through dis- 
harmonies of supply and demand, budget deficiencies, or unemploy- 
ment. The study is not confined to authoritarian society alone but 
conceives the latter as a sub-species of state capitalism, thus raising 
the question whether state capitalism might not be workable within 
the framework of democracy rather than terror. For more than 
eight years the government of this country has attempted to over- 
come the difficulties of the prevailing economy by incorporating into 
it the elements of planning, in the industrial as well as the agricul- 
tural sector. The alarming predicament of agriculture in Germany 
under the Weimar Republic was an important factor in the rise of 
fascism. In this the government of the United States has recognized 
the danger and has attempted to bring agriculture under its control. 
The same holds true for other sectors of economic life. 
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The transition from the old society, however, to conditions under 
which a real accord among men—and not merely understandings 
among functionaries—should permeate the whole, will not be 
achieved without protracted and increasingly bitter struggles. The 
unprecedented governmental power necessarily associated with state 
capitalism is now in the hands of a democratic and humanitarian 
administration. It will be the goal of fascist groups within and 
without to wrest it away, and it is not too much to expect that the 
coming years will be marked by such attempts. However the present 
war may end, men will have to choose between a new world era of 
consummate democracy or the hell of an authoritarian world order. 


While the opening article outlines the economic structure of 
state capitalism, the articles that follow it study the links between 
authoritarian society and the past, as well as the disharmonies that 
dominate its existing forms. 


Max HORKHEIMER. 
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State Capitalism: 
Its Possibilities and Limitations 
By Frederick Pollock 


Nothing essentially new is intended in this article. Every thought 
formulated here has found its expression elsewhere. Our aim is to 
bring widely scattered and often conflicting ideas into a somewhat 
consistent summary which may form the starting point for a dis- 
cussion of the workability of state capitalism. 


In regard to the method of this study the following points ought 
to be emphasized. Whether such a thing as state capitalism exists 
or can exist is open to serious doubt. It refers here to a model’ that 
can be constructed from elements long visible in Europe and, to a 
certain degree, even in America. Social and economic developments 
in Europe since the end of the first world war are interpreted as tran- 
sitional processes transforming private capitalism into state capi- 
talism. The closest approach to the totalitarian form of the latter has 
been made in National Socialist Germany. Theoretically the totali- 
tarian form of state capitalism is not the only possible result of the 
present process of transformation. It is easier, however, to construct 
a model for it than for the democratic form of state capitalism to 
which our experience gives us few clues. One of our basic assump- 
tions is that 19th century free trade and free enterprise are on the 
way out. Their restoration is doomed for similar reasons as was the 
attempt to restore feudalism in post-Napoleonic France. The totali- 
tarian form of state capitalism is a deadly menace to all values of 
western civilization. Those who want to maintain these values must 
fully understand the possibilities and limitations of the aggressor 
if their resistance is to meet with success. Furthermore, they must be 
able to show in what way the democratic values can be maintained 
under the changing conditions. If our assumption of the approaching 
end of the era of private capitalism is correct, the most gallant fight 
to restore it can only lead to a waste of energy and eventually serve 
as a trail-blazer for totalitarianism. 


"The term “model” is used here in the sense of Max Weber’s “ideal type.” 
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The Concept “State Capitalism” 


In the rapidly growing literature on the coming social order, 
the word “state capitalism” is eschewed by most authors and other 
words stand in its place. “State organized private-property monopo- 
ly capitalism,” “managerial society,” “administrative capitalism,” 
“bureaucratic collectivism,” “totalitarian state economy,” “status 
capitalism,” “neo-mercantilism,” “economy of force,” “state social- 
ism” are a very incomplete set of labels used to identify the.same 
phenomenon. The word state capitalism (so runs the argument) is 
possibly misleading insofar as it could be understood to denote a 
society wherein the state is the sole owner of all capital, and this 
is not necessarily meant by those who use it. Nevertheless it indicates 
four items better than do all other suggested terms: that state capi- 
talism is the successor of private capitalism, that the state assumes 
important functions of the private capitalist, that profit interests still 
play a significant role, and that it is not socialism. We define “state 
capitalism” in its two most typical varieties, its totalitarian and its 
democratic form, as a social order differing on the following points 
from “private capitalism” from which it stems historically: 


(1) The market is deposed from its controlling function to co- 
ordinate production and distribution. This function has been taken 
over by a system of direct controls. Freedom of trade, enterprise 
and labor are subject to governmental interference of such a degree 
that they are practically abolished. With the autonomous market 
the so-called economic laws disappear. 


(2) These controls are vested in the state which uses a combina- 
tion of old and new devices, including a “pseudo-market,” for 
regulating and expanding production and coordinating it with con- 
sumption. Full employment of all resources’ is claimed as the main 
achievement in the economic field. The state transgresses all the 
limits drawn for peacetime state activities. 


(3) Under a totalitarian form of state capitalism the state is the 
power instrument of a new ruling group, which has resulted from 
the merger of the most powerful vested interests, the top ranking 
personnel in industrial and business management, the higher strata 
of the state bureaucracy (including the military) and the leading 
figures of the victorious party’s bureaucracy. Everybody who does 
not belong to this group is a mere object of domination. 


Here understood simply as absence of technically avoidable “unemployment” of all 
factors of production. For the discussion of this concept see John Maynard Keynes, 
The General Theory of Employment, Interest and Money. London 1936. 
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Under a democratic form of state capitalism the state has the 
same controlling functions but is itself controlled by the people. 
It is based on institutions which prevent the bureaucracy from trans- 
forming its administrative position into an instrument of power and 
thus laying the basis for transshaping the democratic system into a 
totalitarian one. 


The Heritage of the Market System 


We start from the assumption that the hour of state capitalism 
approaches when the market economy becomes an utterly inadequate 
instrument for utilizing the available resources. The medium-sized 
private enterprise and free trade, the basis for the gigantic develop- 
ment of men’s productive forces in the 19th century, are being 
gradually destroyed by the offspring of liberalism, private monopo- 
lies and government interference. Concentration of economic ac- 
tivity in giant enterprises, with its consequences of rigid prices, self- 
financing and ever growing concentration, government control of 
the credit system and foreign trade, quasi-monopoly positions of 
trade unions with the ensuing rigidity of the labor market, large- 
scale unemployment of labor and capital and enormous government 
expenses to care for the unemployed, are as many symptoms for the 
decline of the market system. They became characteristic in various 
degrees for all industrialized countries after the first world war.’ 

The materials collected recently by various government agencies 
demonstrate how far a similar development has gone in the United 
States.” The disturbances of the market mechanism caused by 
monopoly have been accentuated by a technical revolution in con- 
temporary farming.’ A shattering dislocation of the world market 
since the first world war has blocked the channels of export which 
were instrumental in overcoming market difficulties during the 19th 
century. The danger involved in this situation has been recognized 
and great efforts are being made to solve the problem of creating 
full employment while freeing the American market system from 
the forces which strangle it. Analogous developments may reach a 
point where no measures short of a reorganization of the economic 
system can prevent the complete disintegration of the social struc- 
ture. Such a reorganization might take place by a long succession 


*The best short statement on the “Breakdown of the Market Mechanism” is still 
Appendix A to the Senate document 13 (74th Congress, 1st Session) on “Industrial 
Prices and Their Relative Inflexibility” (by Gardiner C. Means, 1935). See also the 
recent books on the decline of competition by Arthur Robert Burns, Edward H. 
Chamberlin, Joan Robinson). 

*See F. Weil’s review in this issue below. 

®See P. Massing’s review in this issue below. 
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of stop-gap measures, many of them contradicting each other, with- 
out a preconceived plan, and often very much against the original 
intentions of their authors. Theoretically it is possible to construct 
an integrated model of the new organization which might replace the 
outworn system, with a promise of achieving two goals: to guarantee 
full employment and to maintain the basic elements of the old social 
structure. 


If the market system is to be replaced by another organizational 
form, the new system must perform certain functions which are 
necessarily connected with the division of labor. In broadest terms, 
these “necessary”" functions fall into three groups: coordination of 
needs and resources; direction of production; and distribution; im- 


plying 

(1) a way of defining the needs of society in terms of consumers 
goods, reproduction of plant, machinery and raw materials, and 
expansion,” 


(2) allocation of all available resources in such a manner that 
full employment and “utmost” satisfaction of the recognized needs 
are attained, 


(3) coordination and control of all productive processes in order 
to obtain best performance, and 


(4) distribution of the social product. 


The basic weaknesses of the market system in performing the 
“necessary” functions have been discussed again and again as its 
waste and inefficiency increasingly overbalanced its earlier achieve- 
ments. Criticism was voiced mainly against the shortcomings of 
the price mechanism in directing production, the contradictory per- 
formance of the profit motive which obstructs the use of the avail- 
able resources, and the murderous mechanics of coordinating the 
disequilibrated economy, that is, the business cycles with their cumu- 
lative processes of destruction. But while before the first world war 
the market mechanism was still workable even if it was always far 
from performing in practice what it was supposed to do theoretically, 
the intrusion of monopolies with their rigid prices gradually caused 
the breakdown of the market system in an ever growing sphere. 


"They can be defined as those without which even the bare subsistence of society can 
not be reproduced. The description that follows, however, understands “necessary 
functions as those achieving the best results under given historic conditions. This is 
what liberal theory claims for the market system. 

In this simple scheme, luxuries are included in consumers goods and defense 
materials under machinery. 
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A New Set of Rules 


State capitalism replaces the methods of the market by a new 
set of rules based upon a combination of old and new means. 


(1) A general plan gives the direction for production, consump- 
tion, saving, and investment. The introduction of the principle of 
planning into the economic process means that a plan is to be con- 
structed for achieving on a national scale certain chosen ends with all 
available resources. It does not necessarily imply that all details are 
planned in advance or that no freedom of choice at all is given to the 
consumer. But it contrasts sharply to the market system inasmuch as 
the final word on what needs shall be satisfied, and how, is not left to 
the anonymous and unreliable poll of the market, carried through 
post festum, but to a conscious decision on ends and means at least 
in a broad outline and before production starts. The discussion on 
planning has come to a point where it seems as if the arguments 
raised against the technical workability of such a general plan 
can be refuted.’ The genuine problem of a planned society does not 
lie in the economic but in the political sphere, in the principles to be 
applied in deciding what needs shall have preference, how much time 
shall be spent for work, how much of the social product shall be 
consumed and how much used for expansion, etc. Obviously, such 
decisions cannot be completely arbitrary but are to a wide degree 
dependent upon the available resources. 


(2) Prices are no longer allowed to behave as masters of the 
economic process but are administered in all important sections of it. 
This follows from the principle of planning and means that in favor 
of a planned economy the market is deprived of its main function. 
It does not mean that prices cannot exist any longer, but that if 
they do they have thoroughly changed their character. Nothing may 
seem on the surface to have changed, prices are quoted and goods 
and services paid for in money; the rise and fall of single prices 
may be quite common. But the relations between prices and cost of 
production on the one side and demand and supply on the other, 
while strictly interconnected in their totality, become disconnected 
in those cases where they tend to interfere with the general plan. 
What remains of the market system behaves like its predecessor but 


*See for a discussion of the latest literature on the theory of planning: Eduard 
Heimann, “Literature on the Theory of a Socialist Economy,” in: Social Research, vol. 
VI, pp. 87f.; Carl Landauer, “Literature on Economic Planning,” in: Social Research 
vol. VII, pp. 498f.; H. D. Dickinson, Economics of Socialism, London 1939. ; 

We do not intimate that a general plan exists in Nazi Germany or has ever existed 
there. In its place stands the goal of arming as speedily and efficiently as possible 
with full use of all resources. Some plan-elements have come into being, while the plan 
principle, used first as a propaganda slogan in Germany, is rapidly spreading there. 
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its function has changed from a general manager of the economic 
process into a closely controlled tool.’ In the last decades admin- 
istered prices have contributed much toward destroying the market 
automatism without creating new devices for taking over its “neces- 
sary” functions. They served to secure monopoly profits at the 
expense of the non-monopolistic market prices. Under state capital- 
ism they are used as a supplementary device for incorporating pro- 
duction and consumption into the general plan. 


(3) The profit interests of both individuals and groups as well 
as all other special interests are to be strictly subordinated to 
the general plan or whatever stands in its place. To understand the 
consequences of this principle leads far towards understanding 
totalitarian striking power. There are two conflicting interpretations 
of the role of profit interests in Nazi Germany. The one claims that 
the profit motive still plays the same role as before, the other states 
that the capitalists have been deprived of their social position and 
that profit in the old meaning does not exist any longer. We think 
that both tend to overlook the transformation of such a category as 
“profit” in modern society. Profit interests may still be very sig- 
nificant in the totalitarian forms of state capitalistic society. But 
even the most powerful profit interests gradually become sub- 
ordinate to the general “plan.” No state capitalistic government 
can or will dispense with the profit motive, for two reasons. First, 
elimination of the profit motive would destroy the character of the 
entire system, and second, in many respects the profit motive remains 
as an efhcient incentive. In every case, however, where the interest 
of single groups or individuals conflicts with the general plan or 
whatever serves as its substitute, the individual interest must give 
way. This is the real meaning of the ideology Gemeinnutz geht vor 
Eigennutz. The interest of the ruling group as a whole is decisive, 
not the individual interests of those who form the group.” The sig- 
nificance of this state capitalist principle can be fully grasped when 
it is contrasted with recent experiences in countries where private 
capitalism still prevails and where strong group interests prevent the 
execution of many urgent tasks necessary for the “common good.” 
This needs no bad will or exceptional greed to explain it. In a 
system based upon the self-interest of every person, this principle 


1For an outstanding analysis of the new functions and the performance of the “pseudo- 
market” see A. Lowe, “Economic Analysis and Social Structure” in: The Manchester 
School, Vol. VII (1936), pp. 30f. Lowe’s arguments pertain to “the pricing process 
under public ownership.” Public control over the means of production, however, has 
the same economic consequences as state ownership. 

*Obviously, the first to bear the brunt of subordinating the private to the “common” 
interest is the “little man” in all spheres of society. 
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can sometimes be expected to come to the fore in a form that con- 
tradicts the optimism of its underlying philosophy. If ever the state- 
ment was true that “private vices are public benefits,” it could only 
have been under conditions where the typical economic unit was 
comparatively small and a free market functioned. 


State capitalist policy, which opposes liberalism, has understood 
that there are narrow limits beyond which the pursuit of private 
interests cannot be reconciled with efficient general planning, and it 
has drawn the consequences.” 


(4) In all spheres of state activity (and under state capitalism 
that means in all spheres of social life as a whole) guesswork and 
improvisation give place to the principles of scientific manage- 
ment. This rule is in conformity with state capitalism’s basic con- 
ception of society as an integrated unit comparable to one of the 
modern giants in steel, chemical or motor-car production. Large- 
scale production requires not only careful general planning but sys- 
tematic elaboration of all single processes. Every waste or error in 
preparing materials and machinery and in drafting the elements of 
production is multiplied numerous times and may even endanger 
the productive process as a whole. The same holds true for society 
as soon as the previous differentiation between private cost (e.g., 
wages) and social cost (e.g., unemployment) is replaced by a 
measurement of the single process in terms of its ability to obtain 
what the planner considers the most desirable social product. But 
once this principle of “rationalization” has become mandatory for 
all public activities, it will be applied in spheres which previously 
were the sanctuary of guesswork, routine and muddling through: 
military preparedness, the conduct of war, behavior towards public 


opinion, application of the coercive power of the state, foreign 
trade and foreign policy, etc.” 


( 5) Performance of the plan is enforced by state power so that 
nothing essential is left to the functioning of laws of the market or 


‘An example of the result is the amazing elasticity and efficiency in building up an 
enormous war machinery in National Socialist Germany. This, however, should not be 
interpreted to mean that in Germany private property interests do not endeavor to gain 
precedence. In motor-car standardization, for instance, the private interests of the big 
concerns determined all the measures taken. Since a general plan of economic policy 


was never published in Germany, it is impossible to decide to what extent private interests 
did obtain preference. 


‘It appears that part of the Nazi successes may be better explained as the rational 
application of the best available methods in all fields (from eliminating important 
vitamins in the diet of conquered nations to the practical monopoly in international 
propaganda) than by any innate qualities of a military or organizational character. 
It is well to recall, in this connection, that German industry originally learned scientific 
management from America. 
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other economic “laws.”* This may be interpreted as a supplementary 
rule which states the principle of treating all economic problems as 
in the last analysis political ones. Creation of an economic sphere 
into which the state should not intrude, essential for the era of 
private capitalism, is radically repudiated. Replacement of the 
mechanics of laissez faire by governmental command does not imply 
the end of private initiative and personal responsibility, which might 
even be put on a broader basis but will be integrated within the 
framework of the general plan. During the non-monopolistic phase 
of private capitalism the capitalist (whether an individual or a 
group of shareholders represented by its manager) had power over 
his property within the limits of the market laws. Under state 
capitalism this power has been transferred to the government which 
is still limited by certain “natural” restrictions but free from the 
tyranny of an uncontrolled market.” The replacement of the eco- 
nomic means by political means as the last guarantee for the repro- 
duction of economic life, changes the character of the whole historic 
period. It signifies the transition from a predominantly economic to 
an essentially political era.° 

Under private capitalism all social relations are mediated by 
the market; men meet each other as agents of the exchange process, 
as buyers or sellers. The source of one’s income, the size of one’s 
property are decisive for one’s social position. The profit motive 
keeps the economic mechanism of society moving. Under state 
capitalism men meet each other as commander or commanded; the 
extent to which one can command or has to obey depends in the 
first place upon one’s position in the political set-up and only in a 
secondary way upon the extent of one’s property. Labor is ap- 
propriated directly instead of by the “round-about” way of the 
market. Another aspect of the changed situation under state cap- 
italism is that the profit motive is superseded by the power motive. 
Obviously, the profit motive is a specific form of the power motive. 
Under private capitalism greater profits signify greater power and 
less dependence upon the commands of others. The difference, how- 
ever, is not only that the profit motive is a mediated form of the 
power motive, but that the latter is essentially bound up with the 
power position of the ruling group while the former pertains to the 
individual only.* 

1E.g., new investments no longer flow automatically into those economic fields where 


the highest profits are made but are directed by the planning board. In consequence, the 
mechanism known as equalization of the rate of profit no longer works. 

2See pp. 215 ff. below. ' 

*Frank Munk, The Economics of Force, New York 1940. Lawrence Dennis, The 
Dynamics of War and Revolution, New York 1940. 

‘See p. 210 below. 
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Control of Production 


A discussion of the means by which state capitalism could fulfill 
its program must hew closely to the technical and organizational 
possibilities available today in all highly industrialized countries. 
We refer not to any future developments but to the use which could 
be made here and now of the available resources. If, however, it can 
be shown that a state capitalist system can carry out more success- 
fully than the market does the “necessary” functions required by 
the division of labor, it seems reasonable to expect that much greater 
resources could be made available within a short period. State cap- 
italism must solve the following problems in the sphere of produc- 
tion if a rising social product is to result: create full employment 
based upon coordination of all productive units; reproduce the exist- 
ing resources of plant, raw materials, management and labor on a 
level adequate to technical progress; and expand the existing plant. 
All these tasks must be embodied in the general plan. Given this 
plan, the execution hinges upon the solution of merely technical and 
administrative tasks instead of on the economic task of producing for 
an unknown and largely unforeseeable market. Production is for a 
clearly defined use, not “commodity” production in the meaning of 
a market system.’ The experiences piled up by modern giant enter- 
prises and associations of enterprises in carrying through enormous 
plans make total production control technically possible. Specific 
means of control include modern statistical and accounting methods, 
regular reporting of all changes in plant and supply, systematic 
training of workers for future requirements, rationalization of all 
technical and administrative processes and all the other devices 
developed in the huge modern enterprises and cartels. In addition 
to these traditional methods which have superseded the occult en- 
terpreneurial art of guessing correctly what the future market de- 
mand will be, the state acquires the additional controlling power 
implied in complete command over money and credit. The banks 
are transformed into mere government agencies.” Every investment, 
whether it serves replacement or expansion, is subject to plan, and 
neither oversaving nor overexpansion, neither an “investment strike” 
nor “Fehlinvestitionen” can create large-scale disturbances. Errors 
which are bound to occur can be traced with comparative ease owing 
to the central position of the planning board. While they may 


*See Rudolf Hilferding, “State Capitalism or Totalitarian State Economy” in: So- 
cialistichesky Vestnik, Paris 1940 (Russian). It should be understood that “production 
for use” is not intended to mean “for the use of free men in a harmonious society” 
but simply the contrary of production for the market. 


"For an impressive discussion of this trend in Nazi Germany see Dal Hitchcock, 
“The German Financial Revolution” in: Harpers Monthly, February 1941. 
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amount to sheer waste, their damaging effects may be minimized by 
charging them off to the economy as a whole instead of to a single 
enterprise. Besides the banks, many of the organizations developed 
by business interests (trade associations, cartels, chambers of com- 
merce, etc.) serve as, or are transformed into, government agencies 
for the control of production. The rigid control of capital, whether 
in its monetary form or as plant, machinery, commodities, funda- 
mentally transforms the quality of private property in the means of 
production and its owner, the “capitalist.” While a good many of 
the risks (not all of them) borne by the owner under private capi- 
talism might have been eliminated, only so much profit is left to him 
as the government sees fit to allow. Regulation of prices, limitation 
of distributed profits, compulsory investment of surplus profits in 
government bonds or in ventures which the capitalist would not have 
chosen voluntarily, and finally drastic taxation—all these measures 
converge to the same end, namely, to transform the capitalist into a 
mere rentier whose income is fixed by government decree as long as 
his investments are successful but who has no claim to withdraw his 
capital if no “interests” are paid. 


The trend toward the situation described in our model has been 
widely discussed during recent years. An extreme statement is that 
of E. F. M. Durbin: “Property in industrial capital has wholly lost 
the social functions supposed to be grounded in it. It has ceased to 
be the reward for management, and it has largely ceased to serve as 
a reward for personal saving. Property in capital has become the 
functionless claim to a share in the product of industry. The insti- 
tution is worse than indefensible—it is useless.”* The same phenom- 
enon is criticized in the following comment: “Emphasis of manage- 
ment today is not upon venture, upon chancetaking as capitalism 
requires, but is upon price control, market division, avoidance of 
risk. This may be good short-range policy. But: if business isn’t 
willing to take chances, somebody soon is going to ask why it should 
enjoy profits, why the management cannot be hired by Government, 
which is called on to do all the chancetaking, and might want to 
direct industry.’ 


This trend toward losing his social function as the private owner 
of capital has found its expression in the stockholder’s loss of con- 
trol over the management. It has culminated so far in the new 
German legislation on joint-stock companies in which the stockhold- 
ers are deprived by law of any right to interfere with management. 


1E.F.M. Durbin, The Politics of Democratic Socialism, London 1940, p. 135. 
*Quoted in the Report for the Business Executive, November 28, 1940. 
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To sum up, under state capitalism the status of the private 
capitalist is changed in a threefold way.’ 


(1) The enterpreneurial and the capitalist function, i.e., direc- 
tion of production and discretion in the investment of one’s capital, 
are separated from each other. Management becomes virtually in- 
dependent of “capital” without necessarily having an important 
share in corporate property. 


(2) The enterpreneurial and capitalist functions are interfered 
with or taken over by the Government. 


(3) The capitalist (insofar as he is not accepted as entrepreneur 
on the merits of his managerial qualifications) is reduced to a mere 
rentier. 


Here the question of incentive arises. In private capitalism the 
decisive incentives for the capitalist to maintain, expand and improve 
production are the profit interest and the permanent threat of eco- 
nomic collapse if the efforts should slacken. The non-capitalists are 
driven to cooperate efficiently by hunger and their desire for a better 
life and security. Under state capitalism both groups lose essential 
parts of their incentive. What new devices will take over their most 
“necessary” functions? What will prevent stagnation and even re- 
gression in all spheres of state capitalistic society? In relation to 
the majority of the population, those who neither own nor command 
the means of production, the answer is simple. The whip of un- 
employment is replaced by political terror, and the promise of 
material and ideological rewards continues to incite to the utmost 
personal effort. The profit motive still plays an important role for 
capitalists and the managerial bureaucracy, since large compensa- 
tion is granted for efficient investment and management. Personal 
initiative is freed from obstructing property interests and systemati- 
cally encouraged.” Within the controlling group, however, the will 
to political power becomes the center of motivation. Every decision 
is at bottom oriented to the goal of maintaining and expanding the 
power of the group as a whole and of each of its members. New 
industrial empires are being built and old ones expanded with this 
goal in mind. But we also have here the source of the principle that 
individual interests must always be subordinated to the common 
(group) interest. This principle in turn contributes decisively to 
strengthening governmental control, since only a strong government 


‘For the change that actually occurred under National Socialism see 226 ff. b 
The interpretation given by Gurland differs from that maintained heres | wee 


*See Carl Dreher, “Why Hitler Wins,” in: Harpers Monthly, October 1940. 
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can integrate conflicting interests while serving the power interests 
of the whole group. 


Control of Distribution 


“We have learned how to produce everything in practically un- 
limited quantities, but we don’t know how to distribute the goods.” 
This is the popular formulation to describe the riddle of private 
capitalism in its latest phase. 


Given a general plan and the political power to enforce it, state 
capitalism finds ample technical means for distributing everything 
that can be produced with the available resources. The main difh- 
culty of private capitalism is eliminated by the fact that under state 
capitalism the success of production does not necessarily depend 
upon finding buyers for the product at profitable prices in an un- 
stable market, but is consciously directed towards satisfying public 
and private wants which are to a large extent defined in advance. 
Adjustments which must be made as a result of technical errors in 
the general plan or unexpected behaviour in consumer demand need 
not lead to losses for the individual producer and even less to eco- 
nomic disaster for him. Losses easily can be pooled by the admin- 
istration. The means which are available for carrying over the 
“necessary” distributive function of a competitive market may be 
conveniently classified into direct allocation (priorities, quota, etc.) 
and administered prices. The former applies above all to the dis- 
tribution of goods to producers, the latter refers mainly to the sphere 
of consumption. There is, however, no sharp dividing line between 
the fields of application of the two means." Labor is the outstanding 
example in which a combination of both methods is applied. 

In constructing a rough model of the distributive mechanism 
under state capitalism, we always have to keep in mind that pro- 
duction and producers’ consumption are two aspects of the same 
process. Since under modern conditions producer and consumer are, 
as a rule, not the same person, distribution serves as a means of 
integrating them. The production plan is based on a comparatively 
arbitrary decision as to how much of the social product is to be avail- 
able for consumption and how much is to be used for expansion.” 


All major problems of distribution under state capitalism have 
been discussed thoroughly in the literature on socialist planning 


1So far, the nearest approach to the state capitalist model of distribution has been 
made in Soviet Russia. See L. E. Hubbard, Soviet Trade and Distribution, London 1938. 
The trend in Germany shows the same direction. 

As to the limitations placed on the arbitrary character of this decision, see pp. 215 ff. 
below. 
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published within the last decade.' While all writers in favor of a 
planned society agree that the tyranny of the market must be abol- 
ished, differences of opinion exist on the question of where to draw 
the limits for the use of a pseudo-market. Some writers recommend 
that the managers of the socialized industry should “behave as if 
under competitive capitalism.” They should “play at competition.” 
A model partly constructed on the results of this discussion may be 
used to illustrate how distribution works under state capitalism. 


The distribution of goods to producers starts from the following 
situation: 


(1) Most productive facilities are privately owned but con- 
trolled by the government; 


(2) Each industry is organized in cartels; 


(3) Prices react to changes in supply and demand as well as to 
changes in the cost structure within the limits permitted by 
the plan authority and the monopolies; 


(4) A general plan for the structure of the social product is in 
existence. 


Under these circumstances a system of priorities and quotas will 
guarantee the execution of the plan in its broad lines. These alloca- 
tions cover reproduction of existing resources, expansion (including 
defense) and the total output of consumers goods, which every 
industry shall produce. Within each industry a quota system will 
provide for the distribution of the resources allocated. The quotas 
may be distributed according to a more detailed plan or according 
to expressions of consumer choice. Not much room is left in this 
set-up for flexible prices. The partial survival of the profit motive 
will induce manufacturers who are offered higher prices for their 
products, to bid up in turn the prices of their “factors.” But the 
“office of price control” will not permit prices to go higher than 
is compatible with the general plan. Since all major units of pro- 
duction are under the control of cartels, the propensity to keep 
prices flexible should not be overestimated. Governmental control 
will be immensely facilitated by the enormous role of public works 
necessary to maintain full employment under all circumstances. 


1See note on p. 204 above. The latest important publication is that of E. F. M. Durbin, 
op. cit. Most of those who advocate the superiority of a deliberately “manipulated” 
market confined “within the strait-jacket of planned objectives” have given little 
attention to the fact that planning is far from being identical with socialism. That 
is why their work, important as it is, appears even more as a contribution to the 
theory of state capitalism. 


*L. Robbins, Economic Planning and International Order, London 1937, p. 208. 
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Full employment in the strict sense of the word can be achieved 
in regard to labor only. Due to technological facts, it is not possible 
in the case of plant and equipment. New plant and new machinery 
constructed according to the latest technical development require a 
minimum size of plant which as a rule leads to temporary over- 
capacity at the moment of their completion. If no ways for using 
this overcapacity can be found speedily, some idleness of capital 
will arise. This might happen with entire durable goods industries 
(e.g., machine tools) if the need for their product is temporarily 
saturated. Neither this nor other “maladjustments” can produce the 
cumulative effects so vicious under the free market system,’ for the 
capital owner might be compensated for his loss out of pooled profits 
or public sources, and provision for a constant reserve in planning 
the labor supply will take care of the displaced workers. Tech- 
nological unemployment will be handled in a similar way. It has 
been shown that the opposite case, periodical shortage of capital, can 
be avoided in a planned society.” 

Labor under state capitalism is allocated to the different sections 
of production like other resources. This does not prevent the plan- 
ning authorities from differentiating wages. On the contrary, pre- 
miums in the form of higher real wages can be granted wherever 
extra efforts are demanded. The slave driver’s whip is no workable 
means for extracting quality products from highly skilled workers 
who use expensive machinery. This differentiation in wage sched- 
ules, however, is not the outcome of market conditions but of the 
wage administrator’s decision. No entrepreneur is allowed to pay 
higher wages than those fixed by this agency. 

With absolute control of wages, the government is in a position 
to handle the distribution of consumers goods with comparative 
ease. In cases of severe scarcity, as in wartime, direct allocation of 
consumers goods might be the only adequate means for their dis- 
tribution. In such a case consumer choice is very limited but not 
entirely ruled out.” If, however, a somewhat more adequate supply 
of consumers goods is available, the consumer may be as free or, 
with the greater purchasing power created by full employment, even 
more free in his choice under state capitalism than he is now. In 
order to achieve this goal with the means now at hand, a pseudo- 
market for consumers goods will be established. The starting point 
for its operation is a clearly defined relation between purchasing 


1See Gottfried von Haberler, Prosperity and Depression, Geneva 1937. 

3See Carl Landauer, Planwirtschaft und Verkehrswirtschaft, Munich 1931. 

See, e.g., the “point” system for the distribution of textiles in Germany and 
England. 
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power which will be spent for consumption and the sum of prices 
of all available consumers goods. Both sums must be equal. In 
other words, the total income paid out to consumers, minus taxes, 
compulsory and voluntary savings, must be the same as the price 
sum of all consumers goods which are for sale. If the “net” con- 
sumers income should be higher, a scramble for goods and a bidding 
up of prices would result (under our definition that “net” income 
excludes saving). If it should be lower, only part of the products 
could be distributed. The first step toward distributing the consumers 
goods is therefore to make the “net” income of all consumers in a 
given period equivalent to the sum of consumers goods output as 
decided by the general plan and the available inventory. This first 
step will prove insufficient for two reasons: 


(1) The consumers’ voluntary savings may deviate from the 
plan,—they may save either more or less than was expected in cal- 
culating the equilibrium. Both cases may be remedied by the use 
of the market laws of demand and supply, which will create in- 
flationary or deflationary price movements to “clear the market,”— 
if the price controlling agencies permit it. 


(2) The consumers’ choices may deviate from the calculations 
of the planners,—they may prefer some products and reject others. 
Here again the old market mechanism may be allowed to come into 
play to enforce higher prices for goods in greater demand and to 
lower prices where and as long as an oversupply exists. A system 
of subsidies and surtaxes will eliminate serious losses as well as 
surplus profits which could disturb the functioning of the plan. The 
distributive agency may completely “overrule” the consumers’ choice 
for all practical purposes by fixing prices either extremely high or 
disproportionately low. So far the price mechanism obeys the same 
laws as in the free market system. The difference becomes manifest 
in the effects which changing prices exercise on production. The 
price signals influence production only insofar as is compatible with 
the general plan and the established public policy on consumption. 
Price movements serve as a most valuable instrument for announc- 
ing differences between consumers’ preferences and the production 
plan. They can not, however, compel the planning authority to 
follow these manifestations of consumers’ will in the same way they 
compel every non-monopolistic producer in a free market! Under 
private capitalism the monopolist, in resisting the market signals, 
disrupts the whole market system at the expense of all non-monopo- 


‘For this whole set of problems see Oskar Lange, On the Economic Theory of 
Socialism, edited by E. Lippincott, Minneapolis 1938. 
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listic market parties. Under state capitalism the disconnection be- 
tween price and production can do no harm because the function of 
coordinating production and consumption has been transferred from 
the market to the plan authority. Much attention has been given to 
the question of how consumers’ choice can be calculated in advance. 
No “Gcd-like” qualities are required for the planning board. It has 
been shown’ that freedom of consumers’ choice actually exists only 
to a very limited degree. In studying large numbers of consumers 
it becomes evident that size of income, tradition and propaganda 
are considerably levelling down all individual preference schedules. 
The experiences ef large manufacturing and distributing concerns 
as well as of cartels contribute a most valuable supplement to the 
special literature on planning. 


Economic Limitations of State Capitalism 


In raising the question of economic limitations we point to those 
which may restrict the arbitrariness of the decisions in state capital- 
ism as contrasted with other social structures in which they may not 
appear. We are not concerned with limitations that apply to every 
social set-up, e.g., those which result from the necessity to reproduce 
the given resources and to maintain full employment and optimum 
efficiency. The first and most frequent objection against the economic 
workability of a state capitalistic system is that it is good only in a 
scarcity economy, especially for periods of war preparedness and 
war. For a scarcity economy, so runs the argument, most of the 
economic difficulties against which private capitalism struggles do 
not exist. Overproduction and overinvestment need not be feared, 
and all products, however inefficiently produced, and however bad 
their quality, find a ready demand. As soon as the temporary emer- 
gency has passed, however, and a greater supply becomes available 
in all fields, state capitalism will prove utterly inadequate for secur- 
ing the best use of available resources, for avoiding bottlenecks in 
one product and overproduction in others, and for providing the con- 
sumers with what they may demand at the lowest possible cost. 
Even if all means of production are under governmental control, 
efficient planning is possible only under conditions of emergency. 
The argument advanced for this view can be boiled down to the 
following:” in a planned economy costs cannot be accounted for, the 


1See the studies of the National Resources Planning Board on Consumer Incomes and 
Patterns of Resources Use, reviewed in this periodical 1940, pp. 483-490. 

*The best survey of the history and details of the argument is Collectivist Economic 
Planning, edited by F. A. von Hayek, London 1935. For a refutation see Oskar Lange, 
op. cit. 
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free choice of the consumers must be disregarded, the motives for 
efficient production and distribution disappear, and as a result a 
planned economy must under modern conditions be much less pro- 
ductive than a market economy. 

We think that anyone who seriously studies the modern liter- 
ature on planning must come to the conclusion that, whatever his 
objections to the social consequences of planning, these arguments 
against its economic efficiency no longer hold. All technical means 
for efficient planning, including the expansion of production in ac- 
cordance with consumer wants and the most advanced technical pos- 
sibilities, and taking into account the cost in public health, personal 
risks, unemployment (never adequately calculated in the cost sheet 
of private enterprise)—all these technical means are available 
today. 

Another counter-argument holds that as soon as state capitalism 
turns from concentrating upon armaments to a genuine peace econ- 
omy its only alternative, if it wants to avoid unemployment, is to 
spend a very substantial part of the national income for the con- 
struction of modern “pyramids,” or to raise considerably the stand- 
ard of living. No economic causes exist which could prevent a state 
capitalistic government from doing so. The obstacles are of a 
political nature and will be dealt with later.* 

A third argument points in the opposite direction. It objects that 
state capitalism necessarily leads to a standstill in technics or even 
a regress. Investments would slow down and technical progress 
cease if the market laws are put out of operation. As long as com- 
petitive armament continues, the contrary will probably be true. 
Besides the profit motive, the vital interests of the controlling group 
will stimulate both investment and technical progress. In the effort 
to maintain and extend its power the controlling group will come 
into conflict with foreign interests, and its success will depend upon 
its military force. This, however, will be a function of the technical 
efficiency. Any slackening in the speed of technical progress might 
lead to military inferiority and to destruction.” Only after all pos- 
sible enemies will have disappeared because the whole world will 
be controlled by one totalitarian state, will the problem of technologi- 
cal progress and capital expansion come to the fore. 


Are there, one may ask, no economic limitations at all to the 
existence and expansion of state capitalism? With its rise, will a 


*See pp. 218 f. 


"The German experience shows that probably never in the history of industrialism 
were new inventions put into application so quickly or such an enormous percentage of 
the national income used for investments (see pp. 210f. above). 
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utopia emerge in which all economic wants can easily be fulfilled if 
political factors don’t interfere? Did not the liberal theory also 
believe it had proved that the market system will guarantee its con- 
stituents the full use of all resources if not interfered with? And did 
it not become apparent later that inherent forces prevented the mar- 
ket system from functioning and ushered in growing interference by 
private monopolies and the government? Forewarned as we are, we 
are unable to discover any inherent economic forces, “economic 
laws” of the old or a new type, which could prevent the functioning 
of state capitalism." Government control of production and distribu- 
tion furnishes the means for eliminating the economic causes of 
depressions, cumulative destructive processes and unemployment of 
capital and labor. We may even say that under state capitalism 
economics as a social science has lost its object. Economic problems 
in the old sense no longer exist when the coordination of all economic 
activities is effected by conscious plan instead of by the natural laws 
of the market. Where the economist formerly racked his brain to 
solve the puzzle of the exchange process, he meets, under state cap- 
italism, with mere problems of administration. There are indeed 
limitations to state capitalism, but they derive from natural condi- 
tions as well as from the very structure of the society which state 
capitalism seeks to perpetuate. 


Natural and Other Non-Economic Limitations” 


(1) To be fully workable, state capitalism needs an adequate 
supply of raw material, plant and labor of all kinds (technicians, 
administrators, skilled and unskilled labor), characteristic for a 
highly industrialized country. Without a plentiful supply of raw 
materials and the outfit in machinery and skill of a modern indus- 
trial society, great waste must accompany state capitalistic inter- 
vention, possibly greater than under a market economy. For the 
first limitation, inadequate supply of raw materials, a typical ex- 
ample is offered by Nazi Germany. The enormous machinery which 
had to be built to compensate for the insufficiency of the raw material 
basis—too small to cope with the armament program—and the diffi- 


"This also applies to the falling tendency of the rate of profit which, according to 
Marxian theory, plays havoc with private capitalism. If expansion of capital is subject to 
a general plan which is itself approved by the controlling group, the percentage of 
surplus value in ratio to invested capital could fall close to zero without creating any 
disturbances. This fall, however, is most effectively counteracted by the enforced 
maintenance of full employment. We shall not enter upon the discussion of whether 
state capitalism itself emerges under the pressure of the falling rate of profit, nor how 
far it makes sense to speak in terms of “value” beyond the limits of a market economy. 

*Most of the arguments that follow refer to the totalitarian form of state capitalism 


only. 
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culties for the producer to obtain raw materials and, in consequence, 
new machinery,? cannot be attributed to the system itself but to the 
fact that one of its main prerequisites was lacking from the very 
beginning. 


On the other hand, many of the Soviet Russian economic failures 
may be traced back to the lack of both raw materials and adequate 
development of the productive forces. Lack of trained technicians, 
skilled workers, and of the qualities known as work discipline, all 
of which are plentiful in highly industrialized countries only, go a 
long way in explaining the slow progress of rearming, reorganizing 
the transportation system and raising or even maintaining the stand- 
ard of living in Soviet Russia. But even here a government control- 
led economic system has shown the power to survive under condi- 
tions where a system of free enterprise would have collapsed com- 
pletely. Government controlled foreign trade and the development 
of an industry for “Ersatz” materials may overcome the limitations 
of a too narrow basis of raw materials. Filling the gap between a 
fully industrialized and a chiefly agricultural economy is a much 
more painful and drawn out process. 


(2) Differences in vital interests will crop up in the group or 
groups controlling the state. They can stem from different positions 
within the administration, different programs for maintaining or 
expanding power, or the struggle for the monopoly of control. Unless 
adequate provisions are made for overcoming these differences, bad 
compromises and continuous struggle will arise. 


(3) Conflicting interests within the ruling class might thwart 
the construction of a general plan embodying the optimum of all 
available resources for achieving consistent chosen ends. The choice 
of the ends itself represents a major problem as long as no common 
will has been established. In our discussion we started always from 
the assumption “given a general plan.” This means a plan for 
certain ends which must be chosen from among a variety of possible 
ones. 


Once the minimum requirements for consumption, replacement 
and expansion are fulfilled the planners have a great deal of leeway. 
If their decisions do not converge into a consistent program, no gen- 
eral plan for the optimum use and development of the given pro- 
ductive forces can be drafted. 


"See Guenter Reimann, The Vampire Economy. Doing business under Fascism. New 
York 1939, 
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(4) Conflicting interests, however, do not operate in the ruling 
group only. Since totalitarian state capitalism is the expression of 
an antagonistic society at its worst, the will to dominate from above 
and the counter-pressure from below cut deeply into the pseudo- 
liberty of the state capitalist planners. The planning board, while 
vested with all the technical means for directing the whole economic 
process, is itself an arena of struggle among social forces far beyond 
its control. It will be seen that planning in an antagonistic society 
is only in a technical sense the same tool as that used by a society 
in which harmony of interests has been established. Political con- 
siderations interfere at every step with the construction and execu- 
tion of an optimum plan. The following paragraphs will offer some 
examples. 


How will expansion of production and technical progress be 
motivated after fear of aggression or objects for new conquest 
have vanished? Will not under such conditions the dreaded tech- 
nological standstill make its appearance, thus spoiling all chances 
of reducing the drudgery of labor while raising the standard of liv- 
ing?" A case could be made out for the view that a new set of 
motivations will arise under totalitarian state capitalism which will 
combine the drive for power over men with the will to power over 
nature and counteract the development toward a static economy. 
But this is such a distant perspective that we may leave the question 
open, the more so since under totalitarian capitalism there are seri- 
ous reasons to keep the productive forces static. 


Under a state capitalistic set-up, will the general standard of 
living rise beyond narrow limits if the expansion program per- 
mits? This question can be answered in the affirmative for the 
democratic form of state capitalism only. For its authoritarian 
counterpart, however, the problem is different. The ruling minority 
in a totalitarian state maintains its power not only by terror and 
atomization but by its control of the means of production and by 
keeping the dominated majority in complete spiritual dependence. 
The masses have no chance of questioning the durability and justi- 


‘Julian Gumperz, The Expansion of Production and the Totalitarian System (un- 
published), makes the point that after property “becomes a semi-sovereign function of 
rights, privileges, prerogatives, transactions, that is, more and more dissociated from the 
active and actual carrying forward of production, this latter function creates a new 
class and is appropriated by it . . .” This class “represents a depository of skills, abilities, 
knowledges, traditions, that moves the organization of economic society from one point 
to another, and organizes the new level of production accomplished . . . Overproduction 
from which economic society has been suffering is centered to a large extent in the 
overproduction of this progressive class . . . and it is therefore not accidental but 
essential that a totalitarian economy stop, at its source, the production and reproduction 


of these skills...” 
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fication of the existing order; the virtues of war are developed and 
all “effeminacy,” all longing for individual happiness, is rooted 
out. A rise in the standard of living might dangerously counteract 
such a policy. It would imply more leisure time, more professional 
skill, more opportunity for critical thinking, out of which a revo- 
lutionary spirit might develop. It is a widely spread error that the 
most dangerous revolutions are instigated by the most miserable 
strata of society. The revolutionary craving for liberty and justice 
found its most fertile breeding ground not among the paupers but 
among individuals and groups who were themselves in a relatively 
better position. The ruling group in totalitarian state capitalism 
might therefore decide that from the point of view of its own 
security a low general standard of living and long drudging working 
hours are desirable. An armament race and the excitement over 
threat of foreign “aggression” seem to be appropriate means for 
keeping the standard of living low and the war virtues high while 
maintaining full employment and promoting technical progress. 
Such a constellation, however, would furnish a striking example for 
a political limitation of productivity. 

The highly speculative question might be permitted, what would 
happen if totalitarıan state capitalism were embodied in a unified 
world state in which the threat of aggression had disappeared for 
good? Even public works of undreamed scope could not prevent the 
general standard of living from rising under conditions of full em- 
ployment. In such a case the most clever devices of ideological mass 
domination and the grimmest terror are unlikely to uphold for a 
long period a minority dictatorship which can no longer claim itself 
to be necessary to maintain production and to protect the people 
from foreign aggression. If our assumption is correct that totali- 
tarian state capitalism will not tolerate a high standard of living for 
the masses and cannot survive mass unemployment, the consequence 
seems to be that it cannot endure in a peace economy. As long as 
one national state capitalism has not conquered the whole earth, 
however, there will always be ample opportunities to spend most of 
the productive excess capacity (excess over the requirements for a 
minimum standard of living) for ever-increasing and technically 
more perfect armaments. 


Why can the policy of aggression not come to a standstill 
before one state has conquered the entire world? Even after a 
totalitarian state has acquired full autarchy within its own territory, 
“preparedness” and foreign wars must go on at a rapid pace in order 
to protect against aggression from outside and revolution from 
within. A democratic state capitalism, while safe from within, is 


State Capitalism 221 


menaced by totalitarian aggression and must arm to the teeth and 
be ready to fight until all totalitarian states have been transformed 
into democracies. In the last century it became evident that a 
society based on slave labor could not exist side by side with one 
organized on the principle of free labor. The same holds true in 
our day for democratic and totalitarian societies. 


Control of the State under State Capitalism 


If state capitalism is a workable system, superior in terms of 
productivity to private capitalism under conditions of monopolistic 
market disruption, what are the political implications? If the state 
becomes the omnipotent comptroller of all human activities, the 
question “who controls the comptroller” embraces the problem of 
whether state capitalism opens a new way to freedom or leads to the 
complete loss of it as far as the overwhelming majority is concerned. 
Between the two extreme forms of state capitalism, the totalitarian 
and the democratic, numerous others are thinkable. Everything 
depends upon which social groups in the last analysis direct the 
decisions of a government whose power has in all matters—“eco- 
nomic” as well as “non-economic”—never been surpassed in modern 
history. The following is intended as a rough sketch of the social 
structure under totalitarian state capitalism. 


(1) The government is controlled by, and composed of, a new 
ruling class. We have defined this new class as an amalgamation of 
the key bureaucrats in business, state and party allied with the re- 
maining vested interests." We have already mentioned that inherited 
or acquired wealth may still play a role in opening a way to this. 
ruling group, but that it is not essential for participating in the 
group. One’s position in the economic and administrative set-up, 
together with party affiliations and personal qualification, are de- 
cisive for one’s political power. The new ruling class, by its grip 
on the state, controls everything it wants to, the general economic 
plan, foreign policy, rights and duties, life and death of the in- 
dividual. Its decisions are not restrained by any constitutional guar- 
antees but by a set of rules only, designed for maintaining and 
expanding its own power. We have seen what control over the gen- 


"This holds true for Germany and Italy where semifeudal landowners and big 
business are still in existence and form part of the ruling clique. The situation is 
different in Soviet Russia where the old vested interests have been wiped out. Since 
in Russia property in the means of production has changed hands completely from 
private owners to the state and no longer exists even in its modified and reduced form 
discussed above, it is somewhat doubtful whether our model of state capitalism fite the 


Soviet Union in its present phase. 


222 Frederick Pollock 


eral economic plan involves: all the basic decisions on how to dis- 
tribute the “factors of production” among producers and consumers 
goods, on the working day, labor conditions, on wages and prices. 
To sum up, control of the general economic plan means control over 
the standard of living. Antagonisms of interests among the groups 
within the ruling class might lead to serious difficulties. The class 
interest of maintaining the new status, however, will probably be 
strong enough for a long time to overcome these antagonisms before 
they can turn into a menace to the system. The persons who form 
the ruling class have been prepared for their task by their position 
in, or their cooperation with, the monopolistic institutions of private 
capitalism. There, a rapidly growing number of decisive functions 
had become invested in a comparatively small group of bureaucrats. 
The leader and follower principle flourished long before it was 
promulgated as the basic principle of society, since more and more 
responsibility had been centralized in the top offices of government, 
business, trade unions and political parties. 


(2) Those owners of capital who are “capitalists” without being 
managers and who could exercise great political influence during 
the whole era of private capitalism no longer have any necessary 
social functions. They receive interest on their investments for as 
long a time and in the measure that the new ruling class may be 
willing to grant. From the point of view of their social utility they 
constitute a surplus population. Under the impact of heavy inheri- 
tance taxes, controlled stock markets and the generally hostile atti- 
tude of the new ruling class against the “raffende Kapital,” these 
“capitalists” will probably disappear. The widespread hatred against 
them could develop only because the economic laws of capitalism 
had transformed their social role into that of parasites. 


(3) A semi-independent group, not belonging to the ruling class 
but enjoying more privileges than the Gefolgschaften, are the free 
professions and the middle and small business men (including the 
farmers) carrying on their own business under governmental con- 
trol. Both will disappear wherever a fully developed state capitalism 
corresponding to our model is reached. The process of concentra- 
tion which gains unprecedented momentum under state capitalism 
absorbs the independent small and medium enterprise. The trend 
towards socialization of medicine, of journalism and other free pro- 
fessions transforms their members into government employees. 


(4) The great majority of the people fall into the category 
of salaried employees of all types. They are subject to the leader 
principle of command and obedience. All their political rights have 
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been destroyed, and carefully planned atomization has simplified 
the task of keeping them under strict control. Labor’s right to bar- 
gain collectively, to strike, to change jobs and residence at will 
(if its market position permits) is abolished. Work becomes com- 
pulsory, wages are fixed by government agencies, the leisure time 
of the worker and his family is organized from above. In some 
respects this is antithetical to the position of labor under private 
capitalism and revives. many traits of feudal conditions. 


(5) The new state openly appears as an institution in which all 
earthly power is embodied and which serves the new ruling class 
as a tool for its power politics. Seemingly independent institutions 
like party, army and business form its specialized arms. A com- 
plicated relation exists, however, between the means and those who 
apply them, resulting in some genuine independence for these in- 
stitutions. Political domination is achieved by organized terror and 
overwhelming propaganda on the one side, on the other by full em- 
ployment and an adequate standard of living for all key groups, 
the promise of security and a more abundant life for every subject 
who submits voluntarily and completely. This system is far from 
being based upon rude force alone. In that it provides many “real” 
satisfactions for its subjects it exists partly with the consent of the 
governed, but this consent cannot change the antagonistic character 
of a state capitalistic society in which the power interests of the 
ruling class prevent the people from fully using the productive 
forces for their own welfare and from having control over the or- 
ganization and activities of society. 

We have referred here and there to what we think are particular 
traits of the democratic form of state capitalism. Since no ap- 
proaches to it have so far been made in practice, and since the dis- 
cussion of it is still in a formative stage,’ no attempt will be made 
here to construct a model for it. 

The trend toward state capitalism is growing, however, in the 
non-totalitarian states. An increasing number of observers admit, 
very often reluctantly, that private capitalism is no longer able to 
handle the new tasks. “All plans for internal post-war reconstruc- 
tion start with the assumption that more or less permanent govern- 
ment controls will have replaced laissez-faire methods both in the 
national and the international sphere. Thus the choice is not between 
totalitarian controls and return to ‘free enterprise’; the choice is 
between totalitarian controls and controls voluntarily accepted by the 


1Charles A. Beard, Public Policy and the General Welfare, New York 1941, marks 
an important step in this discussion. 


224 Frederick Pollock 


people of each country for the benefit of society as a whole.” It is 
the lesson of all large-scale measures of government interference 
that they will contribute to the disruption of the market mechanism 
if they are not coordinated into a general plan. If government is to 
provide for all the items recognized as mandatory in the more serious 
post-war reconstruction programs,” it must be vested with adequate 
powers, and these might not stop short of state capitalism. 

It is of vital importance for everybody who believes in the 
values of democracy that an investigation be made as to whether 
state capitalism can be brought under democratic control. The social 
as well as the moral problem with which the democracies are con- 
fronted has been formulated as follows: “. . . How can we get 
effective use of our resources, yet, at the same time preserve the 
underlying values in our tradition of liberty and democracy? How 
can we employ our unemployed, how can we use our plant and 
equipment to the full, how can we take advantage of the best modern 
technology, yet, in all this make the individual source of value and 
individual fulfillment in society the basic objective? How can we 
obtain effective organization of resources, yet, at the same time 
retain the maximum freedom of individual action?” Totalitarian 
state capitalism offers the solution of economic problems at the price 
of totalitarian oppression. What measures are necessary to guar- 
antee control of the state by the majority of its people instead of by 
a small minority? What ways and means can be devised to prevent 
the abuse of the enormous power vested in state, industrial and 
party bureaucracy under state capitalism? How can the loss of 
economic liberty be rendered compatible with the maintenance of 
political liberty? How can the disintegrative motive forces of today 
be replaced by integrative ones? How will the roots from which 
insurmountable social antagonisms develop be eliminated so that 


"Vera Micheles Dean, “Toward a New World Order” in: Foreign Policy Reports, 
May 15, 1941, p. 55. 


“A British fact finding group, composed of progressive economists, businessmen, 
civil servants and professors, known as PEP (Political and Economic Planning), included 
the following items in its preliminary program prepared in 1940: maintenance after the 
war of full economic activity based on complete use of man power and resources, ‘regard- 
less of obsolete financial criteria’; assurance of a minimum standard of life, based on 
scientific standards of nutrition and proper provision for dependents; assurance of a 
minimum standard of housing, based on a socially planned program of housing and 
social amenities; provision of medical care and a reasonable measure of economic 
security, covering the hazards of employment, accidents, ill-health, widowhood and old 
age; the provision of equal opportunities for education in every country and the re- 
establishment of a European system of higher learning and research open to students 
of proved ability from all parts of the world; the provision of cultural and recreative 
activities and the establishment of organizations for the training and leisure of youth on a 
European scale.” (Vera Micheles Dean, op. cit., p. 55). 


*National Resources Committee, The Structure of the American Economy, Washington, 
D.C., 1939, p. 3. 
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there will not arise a political alliance between dissentient partial 
interests and the bureaucracy aiming to dominate the majority? 
Can democratic state capitalism be more than a transitory phase 
leading either to total oppression or to doing away with the rem- 
nants of the capitalistic system? 

The main obstacles to the democratic form of state capitalism 
are of a political nature and can be overcome by political means 
only. If our thesis proves to be correct, society on its present level 
can overcome the handicaps of the market system by economic 
planning. Some of the best brains of this country are studying the 
problem how such planning can be done in a democratic way, but 
a great amount of theoretical work will have to be performed before 
answers to every question will be forthcoming. 
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Technological Trends and Economic Structure 
under National Socialism 


By A. R. L. Guiland 


In the discussion revolving about the problems of totalitarian 
economy it has repeatedly been said that economic dynamism has 
come to an end in our time; that where there is no dynamic economy, 
there is no capitalism. Technological changes are still supposed to 
occur but they no longer engender significant variations in the eco- 
nomic rhythm and thus no longer occasion any considerable shifts 
in the set-up of society.’ 


The fact that technological revolutions do occur under totali- 
tarian rule would not as such invalidate the argument. It could be 
held that technological reconstruction is made by totalitarian dic- 
tatorships and thus does not derive from, or give rise to, an eco- 
nomic dynamism sui generis. But if it can be shown that the tech- 
nological revolution under totalitarian rule follows lines drawn by 
the pre-totalitarian economic development and fits into a pattern set 
by economic factors intrinsic to the inherited dynamics of capitalism, 
then, of course, the consistency of the reasoning would be impaired. 


If there was a point in correlating the economy of competitive 
capitalism to technics based on the steam-engine, and the economy of 
non-competitive capitalism to technics based on the use of electric 
power, there might be no less a point in ascribing the economy of 
capitalism under totalitarian control and regimentation to-the pre- 
ponderance of chemical processes in the technological foundations 
of economic life. Important technological changes have taken place 
in the German economy, changes closely connected, indeed, with the 
advance of chemical processes. There has been an important tech- 
nological transformation of industrial production, and this is enough 
to reject the thesis that technological dynamism has come to an end. 


"Lawrence Dennis’ roll-call for a revolution in the United States, for example, originates 
from the assumption that “as a capitalist dynamism the industrial revolution is over” 
(The Dynamics of War and Revolution, New York 1940, p. 66), and that therefore only 
a political revolution can perform changes in the economic set-up: “Technological change 
continues. But such change is neither dynamic nor constructive for capitalism any 
longer. The great capitalist democracies are already industrialized. Further industrial 
or technological change in them will go on but will not prove helpful to capitalism as 
a source of increased total demand.” (Ibidem, p. 49.) 
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Economic Causes and Conditions of the Technological Change 


Within the technological framework, as it had been built up 
during the previous development of the capitalist economy, Ger- 
many, more than any other capitalist country, had failed to find the 
way out of the great industrial post-war crises. The capitalist autom- 
atism no longer operated to overcome stagnation and unemploy- 
ment. Too many commodities were facing too small a buying 
capacity. Monopolistic price-pegging prevented the aggregate value 
of commodities from being expressed in less money-units. Creation 
of additional buying capacity (through investments, more employ- 
ment, higher wages and increasing productive demand) encountered 
the resistance of “vested interests” as expressed in invested capital’s 
claim to at least “normal” return on capital outlay. Either the in- 
vestor’s, the creditor’s, or the commodity-owner’s claim for just 
return was to be turned aside, or the crisis was to go on and on. 
The monopolies paralyzed the automatism of capitalist dynamics.’ 

On the given technological basis new profits were not to be had 
unless the old investors’ claim of profits was nullified. Capital that 
had become valueless but still held title to profits had to be revalued 
in a new technological set-up. There is the example of the leading 
coal and iron combines. They certainly were in want of outlets to 
market their products at a good price. Yet, the necessity of paying 
interest on invested capital prevented them from cutting down prices, 
converting bonds and reducing the capital stock, or even closing 
down mines and mills that could not stand such “deflationary policy.” 
So they had to find new ways of utilizing their coal and of processing 
their iron. Now, the production units that would be most fit to use 
new technological opportunities would be the ones that possess the 
most diversified scope of manufacture. Whereas a coal-mining 
enterprise would benefit only by new outlets for coal, a “mixed” 
iron and coal combine would have new marketing possibilities for 
steel and plates and sheets, and would smelt more iron-ore and coke 
more coal to feed its own blast-furnaces.” A mining and metallurgi- 


The specific rigidity of the German economic system prior to the Nazi revolution 
has been the topic of numerous studies, monographs and book publications. Most of 
the evidence available is to be found in the hearings of the investigation committee set 
up by the German Reichstag: Enqueteausschuss zur Untersuchung der Erzeugungs- und 
Absatzbedingungen der deutschen Wirtschaft. See also Robert A. Brady, The Rational- 
ization Movement in German Industry, Berkeley 1933. 

?The combination of iron and coal within one production unit is one of the most 
characteristic features of the German economic set-up. Most of the leading “heavy- 
industry” concerns are “mixed” enterprises: Krupp, Gutehoffnungshütte, Hoesch, Mannes- 
mann, Vereinigte Stahlwerke, Flick, etc. For details see, for example, Deutsche 
Montan-Konzerne 1929, Spezialarchiv der deutschen Wirtschaft (publications 
sponsored by the Dresdner Bank), Berlin 1929. The fact that the Hermann- 

| (footnote continued on next page) 
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cal combine owning engineering plants as well would be still better 
off; in turning out machinery for newly-created productions it would 
create additional demand for coal and iron produced “in the shop,” 
whereas new steel and iron orders necessitated by the new require- 
ments of machine-building plants (e.g., for the construction of hydro- 
genation equipment or cellulose-wool spinning machinery) would 
reach other concerns only belatedly and through intermediary chan- 
nels.! On the other hand, the use of new methods of coal-processing 
must favor concerns that need less coal for their own coke-ovens and 
blast-furnaces and that at the same time control chemical factories, 
plants for the chemical utilization of by-products, or gas plants com- 
bined with grid distribution nets.” 

The grafting of new productions upon the old over-capitalized 
production units rendered a technological reconstruction possible 
without infringing upon the old set-up of property rights and profit 
claims. There was no need to break up monopolies in order to clear 
the field for technological changes; these very technological changes 
were fitted to the economic structure so as to meet the profit require- 
ments of monopolistic combines. 

Another feature must be added here. It has often been said that 
Germany’s economic recovery was essentially due to rearmament. 
Yet, rearmament orders constitute but a quantitative change. They 
mean more employment but they do not mean employment on a new 
basis so as to provide altered conditions for earning returns on in- 
vested capital. Neither the problem of realizing the profit claims of 
technologically obsolete plants nor the problem of making profits 
within a system of rigid and inflexible costs of production can be 
solved through more employment by rearmament unless there is a 


Göring-Werke combine had not been endowed with a “coal basis” of its own when 
it was created in 1937 engendered one of the most significant conflicts within the 
totalitarian set-up. It came to an end only with the expropriation of the Thyssen 
interests (see below). 

"The combination of coal-mining, metallurgy and engineering (including machine- 
tool building) is another specific feature of the largest German combines, such as 
Krupp, Mannesmann, Gutehoffnungshiitte. It constitutes the skeleton of the biggest 
and most powerful of the existing German industrial combines, the Flick-Konzern, 
which equals and perhaps already surpasses in economic and political power the giant 
Dye Trust (IG-Farben). In the “struggle for coal” the Göring-Werke combine, though 
victorious in robbing Thyssen’s Steel Trust (Vereinigte Stahlwerke), did not manage 
to outmaneuver Flick but had to content itself with a compromise most profitable to 
the latter (June, 1940). The Flick enterprises are worth mentioning because, having 
started some 15 years ago as a “pure” machine-building concern, they now control 
the major part of German lignite production, own a controlling interest in the 
government-founded and government-supervised lignite hydrogenation trust (Brabag), and 


through interlocking directorates participate in the control of potash production and 
chemical industry. 


*On the connection of coal-mining concerns with the chemical industry see, e.g., 


Die grossen Chemie-Konzerne Deutschlands, Spezialarchiv der deutschen Wirtschaft, 
Berlin 1929. 
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chance to reverse the entire structure of manufacturing calculation 
and introduce new elements of cost-cutting through manifold and 
combined application of new processes, new equipment, new labor- 
saving machinery. Capital itself, as embodied in the industrial ap- 
paratus, must undergo a structural transformation to make invest- 
ments pay. Rearmament, since it is another aspect of pump-priming, 
eases the way of technological reconstruction, but it by no means 
renders the latter superfluous or avoidable. 


The entire technological structure of German industry, on the 
level of concentration and combination that had been attained prior 
to 1933, was based, as pointed out above, on the agglutination of 
different groups of production, processing and manufacture within 
the largest and most important organizational production units.’ 
This not only gave the producers the opportunity to dodge difficulties 
and to avoid collapse during the depths of the crisis, but also enabled 
them to find adjustments in the course of the technological recon- 
struction, to make up for expenditure incurred with new investments, 
to compensate for risks undertaken with the opening-up of new fields 
of production, the construction of new plants, etc. 


In the course of reconstruction, production must be set afoot in 
fields where it cannot be profitable at the beginning. Production 
tasks must be undertaken that require huge investments and do not 
by themselves guarantee any return on the capital invested. Experi- 
ments in processing and manufacturing must be carried through, 
involving tremendous costs. Compulsion is an easy expedient. But 
it can be dispensed with where risks can be leveled down or com- 
pensated at the expense of surplus earnings available in other fields 
within the same production unit. If experiments in the manufacture 
of synthetic gasoline have to be begun when there is no market for 
products of chemical industry, the chemical trust which has to face 
this problem will needs give up gasoline or freeze the experiments 
at an early stage. But if, on the contrary, all operative divisions 
of the trust are in full action, if not only all old products of the 
concern are salable at good prices but new products are also being 
manufactured that can be marketed with profit (plastics, e.g.), there 
will be an excellent opportunity to start hydrogenation processes, to 
take the risk of investing huge amounts of capital in this new pro- 
duction, and to wait for the profits to come some day.” Giant com- 


4See Herbert von Beckerath, Modern Industrial Organization, New York and London 
1933; and Hermann Levy, Industrial Germany, Cambridge 1935; also Brady, quoted supra. 

*On the great variety and diversity of productive tasks that might be undertaken within 
a single production unit under conditions prevailing in the German chemical industries, 
see Claus Ungewitter, Chemie in Deutschland, Berlin 1938. 
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bines covering a multitude of different productive operations, enjoy- 
ing great financial power, and connected with, or controlling, other 
industries will be in the most favorable position to go ahead with 
the technological reconstruction. Others will have to follow." 

This frame of interrelationships into which technological recon- 
struction had to fit itself shows a close weave of organizational, finan- 
cial and economic elements. The economic situation is characterized 
by a very high degree of concentration. In no other country had 
cartels, the “horizontal” organization of industry, achieved such 
progress as in Germany. In no other country was there such an 
intimate intertwining of production units both within the individual 
industries and across the boundaries of the individual trades. In no 
other country had the centralized organization of both capital and 
commodity flow reached a similar level of completeness and tight- 
ness. At the same time, each and every industrial enterprise had 
become dependent upon the other enterprises; every industry was 
affected by changes or disturbances in every other industry. 

The manifold interdependence of the economic units accounts 
for their particular instability, for their immediate response to any 
shock, any disturbance, any disruption of economic equilibrium. 
Difficulties encountered by a concern of some importance have to 
affect the whole of the economic process, and do so at once. There 
is no bankruptcy that would not implicate numerous apparently 
sound enterprises. A bank cannot close down without involving 
several other banks, a whole set of big, medium and small industrial 
enterprises, numerous wholesale and retail shops, and in the end 
even transport undertakings and public utilities.” To prevent social 
disturbances from generating under this hyper-sensitivity of the 
economic apparatus, state interventionism is called for at an early 
stage. In the parliamentary set-up of Imperial Germany, as well as 


"The leading German potash combine Wintershall, to cite an example, was able te 
engage in the construction of a hydrogenation plant at a time when hydrogenation 
prospects were dubious. It enjoyed a kind of risk-insurance because it controlled 
potash mining, combined chemical processing of potash, coal and metal ores, had 
financial connections and interlocks with lignite mining, oil production, and the manu- 
facture of arms and ammunition. Contrariwise, the Thyssen combine, confined to 
metallurgy and engineering and experiencing a downward trend ever since the Nazi 
coup d’etat, was virtually blown up when compelled to finance and construct a hydro- 
genation plant of its own (Gelsenberg-Benzin). Tied up financially in hydro- 
genation, and in need of capital to finance the plant, Thyssen could not resist the 
Göring-Werke combine’s assault on his Austrian iron mines and steel works and had 
finally to surrender the Alpine Montan-Gesellschaft with all its holdings; the next 
assault—on Thyssen’s coal—ended with the expropriation of Thyssen’s personal holdings 
in the Steel Trust (Vereinigte Stahlwerke), which, however, did not mean expropriation 
of the Steel Trust itself. 


‘One ought to recall that the great crisis of 1931 that turned out to be Hitler’s 


springboard to power was unloosed by the collapse of Jacob Goldschmidt’s Darm- 
städter und Nationalbank. 
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in the democratic structure of the Weimar Republic, it was the non- 
capitalist groups whose interests required intervention to protect the 
continuance of work and to preclude catastrophes. The intervention 
was a forced one, but it gave the state machinery the appearance of 
an independent umpire imposing his will upon recalcitrant business 
interests. 


Yet, the “umpire” state was never free to act against the interests 
of big business. To prevent economic disruption it could not simply 
refloat a collapsing concern and make big business pay for it; it had 
to secure the consent of the predominant interests before taking 
action.” In setting itself up as an entrepreneur in its own right, in 
taking over more and more private industrial and utility concerns,” 
the state could not dispense with the approval of big business inter- 
ests, and had to pay for it “in cash and in kind”: tax reductions, 
subsidies, preferential treatment in foreign trade, reduced transpor- 
tation and utility rates, etc—hence the permanent and intimate co- 
operation between the management of the big industrial concerns 
and the industrial “Spitzenverbände’* on the one hand, and the gov- 
ernment officials and managers of the government-owned enterprises 
on the other. State interventionism finds solid foundations in the 
close connection of bureaucracy and big business. 


The financial situation of German industry was no less instru- 
mental in enhancing the importance of the state in economic life. 
The very centralization of industrial enterprise contributes to in- 
creasing enormously the amount of capital needed for any single 
investment in large-scale industry. Moreover, as the technological 
level of industrialization becomes higher, invested money becomes 
“fixed capital” to a greater extent; technological change then pre- 
supposes new construction expenses on a vast scale or most expen- 
sive re-building of the industrial apparatus together with the scrap- 


1The Brüning government, for instance, was prevented from refloating Goldschmidt 
by the veto of the other big banks and the coal and iron magnates. The assets and 
liabilities of the Darmstädter und Nationalbank were transferred to the Dresdner Bank 
and the latter taken over by the government, not to be “re-privatized” until September, 
1937, when its controlling stock was distributed among several big industrial combines. 


This not only applies to the taking-over of collapsing concerns such as the Darm- 
städter und Nationalbank or Thyssen’s Steel Trust (turned back to the Thyssen group 
at the beginning of the Nazi era) but also to the expansion of government business 
activities in general (transportation, public utilities, mining, aluminum production, 
etc.). I abstain from giving data on the extent of government participation in business. 
Such data, as far as available, require a more detailed discussion. On the amount of 
capital involved see “Kapitalbildung und Kapitalmarkt in Deutschland seit der Stabi- 
lisierung” by Dr. Wolfgang Reichardt (President of the Reich Statistical Office) in: 
Probleme des deutschen Wirtschaftslebens, Berlin and Leipzig 1937, pp. 585-618. 

3See Robert A. Brady, “Policies of National Manufacturing Spitzenverbande,” I and 
II, in: Political Science Quarterly, LVI, 2, pp. 199-225; 3, pp. 379-391. 
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ping and writing-off of immense investments.’ Every new or auxiliary 
investment requires such amounts of capital as cannot possibly be 
raised by individual enterprises, not even by big ones. 


Ever since the prosperity peak of 1929 there was much ado about 
what was called the investors’ strike. This “strike” has but one 
objective: to get guarantees that would make investments less risky 
and easier to accomplish. Actually, a triple guarantee is called for. 
The investor must have the freedom to cut down the costs of labor, 
i.e., he must be freed from any monopoly in the labor market. He 
must have the opportunity of using the modern devices of money 
and credit manipulation to expropriate competitors both at home 
and abroad, to impose the burden of pump-priming, experimenting 
and market-dumping, if need be, upon the shoulders of other social 
groups, and he must be able to act on the legitimate assumption that 
the increased economic power of the state, which he contributes to 
establishing by the use of such devices, will not turn against him. 
Finally he must have individual investments guaranteed by the gov- 
ernment through subsidies and non-competitive prices, and he must 
have large-scale government orders to provide for a permanent out- 
let.” Once this threefold guarantee is ensured, the investors’ strike 
comes to an end. That is exactly what happened in Germany when 
the totalitarian regime came into power.® 


For all that, economic and organizational trends were not the 
only ones to bring about state interference with business on a large 
scale. The technological development did so, too. As an example 
the need for new processes of utilizing coal has been mentioned 
above. But new methods of production and new outlets could only 


*See E. Schmalenbach, Finanzierungen, revised edition by R. Bethmann, Leipzig 1937. 


*Where such guarantees have to be granted and enforced by the state, the govern- 
ment machinery will of necessity acquire substantial economic and financial power and 
the authority to supervise business and to control investments. I do not share the view 
propounded by Frederick Pollock in this issue, pp. 201-7, that this means the abolition of 
the market economy. I intend to discuss this topic in a separate study. 


*As late as 1941 the German capitalists still make their decisions upon impending 
investments subject to whether they are or are not given government guarantees, and 
have to be taught a lesson by Reich Minister Funk, the Nazi “business dictator,” on 
the principles of capitalist economy: “The endless clamor for Reich guarantees is a 
downright testimonium paupertatis to private initiative and to private business’ willing- 
ness to bear responsibilities. There surely remain today, and will remain in the future, 
tasks that may not be undertaken or carried through except as collective tasks. In the 
fulfillment of such tasks private business must be given a big share. Besides this, however, 
a vast domain for private business and the private businessman to exert their efforts 
will not only be preserved but will also to the very largest extent be found anew after 
the war.” (Funk to the stockholders of the Reichsbank on March 12, 1941, see Frank- 
furter Zeitung, March 13, 1941.) 
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be found in the chemical processing of coal.! The same applies to 
any other raw material, be it wood or straw, nitrogen, oil, metal, or 
what not. The entire technological reconstruction centers upon the 
chemical industry.” Chemical synthesis has become the paramount 
trait of industrial technology in well-nigh every sphere of produc- 
tion. As connected with large-scale industrial production, it has 
economic features of its own. The new aspect of this field is mainly 
the transformation of the structure of high-molecular combinations 
in order to produce out of a given substance one or several new sub- 
stances whose molecules have an identic atomic composition but 
cluster in differently constructed groups (polymers), i.e., form dif- 
ferent chemical bodies that have different properties and can be used 
to serve different technological and manufacturing purposes. Such 
“polymerization” processes presuppose, as a rule, high-pressure 
action of hundreds of atmospheres and involve huge expenditure 
even at the beginning of the experiment, the outcome of which can- 
not be known beforehand.’ Though one might theoretically deduce 
what substances will be produced, nobody can foretell the proportion 
of the different substances obtained. This last depends on the 
catalytics used and on circumstances that might vary during the 
catalytic process itself.* 


Not only are huge investments involved but at the same time risks 
are multiplied because of the unpredictability of the polymeric syn- 
thesis. When the experiment is put to test without the government 
guaranteeing the capital affected, it must needs be confined to mere 
laboratory processes, handled with caution and timidity, and 
stretched over a long time in order to lessen the risks and the finan- 
cial responsibility of the investor. The situation can be reversed at 
once where the government guarantees or subsidizes the production. 


1See Ferdinand Friedensburg, Kohle und Eisen im Weltkriege und in den Friedens- 
schliissen, Berlin and Munich 1934; idem, Die mineralischen Bodenschätze als welt- 
politische und militärische Machtfaktoren, Stuttgart 1936; Dr. Rudolf Regul, “Die Ent- 
wicklung des Wärme- und Energiebedarfs” in: Glückauf, 1938, Nos. 39 and 40. 

*The value of production turned out by the German chemical industry proper (not in- 
cluding rayon, cellulose wool, or synthetic productions connected with coal mining, etc.) 
rose from RM 2.4 billion in 1913 to RM 3.0 billion in 1934 and RM 5.75 billion in 1938 
(data of the Economic Group Chemical Industry in Ungewitter, Chemie in Deutschland, 
and Frankfurter Zeitung, August 4, 1939). 

"In the hydrogenation of coal or in the cracking of heavy oils the same high pres- 
sure involving the same vast expenditure must be used whether the outcome be mostly 
valuable gasoline (or other light oils), or heavier and less valuable lubricants of 
different composition and different properties. 

See, e.g., the paper read by M. Pier, one of the chief chemists of the Dye Trust, 
at the International Chemists Convention in Rome on May 21, 1938, in: Technik und 
Betrieb, June 10, 1938; also Dr. A. Hagemann, “Katalytische Druckhydrierung, ibidem; 
“Zum Jubiläum des ersten Bergiuspatents” in: Deutsche Bergwerks-Zeitung, August 9, 


1938. 
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In this case there is no need to wait for the perfect synthetic to be 
born since even its embryonic forerunners will find a buyer—the 
government—or limitless protection against the competition of nat- 
ural products, regardless of what they might cost.’ 


At an earlier stage the consequence of the investments required 
in chemical production was that the chemical producers merged 
their interests into giant combines,” leaving only a baker’s dozen of 
independent concerns outside. At the present stage the specific con- 
ditions inherent in chemical synthesis as it enters the field of indus- 
trial technology*® make the giant chemical combines themselves call 
for government protection both in production and in the market, 
and thus contribute toward the expansion of the interventionist 
machinery. 


Technological Revolution and War Economy 


It is hardly possible at the present time to paint a comprehensive 
picture of the effects of the technological revolution in totalitarian 
Germany, or to express its scope in statistics and figures. What in 
1933 did not seem to be practicable until a rather remote future, 
has been accomplished under the impact of the totalitarian regime. 
Whatever one thinks of the processing of coal and crude oil, the 
replacement of wool and cotton by artificial filaments, or the advance 
of light metals—the chances have been taken under centralized 
supervision, the risks ventured on the basis of government guaran- 
tees, investments made with capital partly levied through govern- 
ment compulsion at the expense of the smaller enterprise or at the 
expense of industries not favored by the general trend of technologi- 
cal reconstruction.* 


To give some features: The problems of the mining industry, 
which had suffered from a chronic crisis up to 1933, have been 


*Different patterns of government participation in the risks of new investments or in 
raising capital for new industrial processes have been designed in the course of 
Germany’s industrial reconstruction. To give an outline of the various devices used would 
be tantamount, however, to presenting the general picture of the enterpreneurial set-up 
of business in all industries concerned, i.e., chemical, textiles, coal (incl. lignite) and 
oil, rubber, automobiles, etc. This cannot be done here and will be reserved for 
special discussion. 


7IG-Farben in Germany, Imperial Chemical in England, Kuhlmann in France, Du 
Pont de Nemours in the United States, etc. à 


*See Albert Sulfrian and Josef Peltzer, Betriebs- und gesamtwirtschaftli 
der chemischen Produktion, Stuttgart 1938. a cia dane 


“Lack of space prevents me from describing the various devices used to transfer the 
small and medium investors’ and producers’ money to the treasuries of the private in- 


dustrial combines upon whom had been bestowed practically the exclusive privilege of 
large-scale investment. 


ee 
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solved; Germany no longer produces too much, but not enough coal.! 
This is due to the fact that coal is not any longer used mainly for 
fuel, but has become the basic substance for raw and auxiliary 
materials in numerous industries. Coal is used for hydrogenation, 
i.e., for the production of gasoline and other oils.? It is the basic 
element in the production of synthetic rubber, “Buna,” which is a 
combination of butadene, a carbon polymer, and sodium.* The 
manufacture of plastics, which serve multifarious purposes, includ- 
ing the construction of automobiles,* is based on coal tars and 
phenols. Coal is one of the materials used in producing artificial 
textiles (although the manufacture of “Nylon,” a pure carbon fila- 
ment, has scarcely spread in Germany, having been outrun by rayon, 
cellulose wool and “Pe-Ce,” a carbon and chlorine derivative). Fi- 
nally, coal enters into numerous other combinations derived from 
other substances, minerals, metals, acids, etc. 


Coal is a typical example. The creation of a giant industry of 
hydrogenation, or of artificial rubber, would not have been possible 
but for the fact that other industries were being created or thor- 
oughly reorganized to manufacture machines, machine-tools and 
plant equipment for the production of oil and rubber synthetics. 
On the other hand, both synthetic gasoline and “Buna” serve the 
purposes of the “motorization” program. Motorization, however, 
does not so much mean the shifting of transportation from rail to 
road, from steam-engine to motor-car, as it does the building-up of 
aeronautical transportation (both civil and military), i.e., the con- 
struction of an airplane and airplane motors industry.° In addition, 


Yet, the output of coal has risen (in millions of metric tons) from 163.4 in 1929, and 
104.7 in 1932, to 186.4 in 1938. The output of lignite totaled 174.5 in 1929, 122.6 in 
1932 and 194.9 in 1938. 

?Peace-time production of gasoline, benzene and other oils from German raw 
materials would have reached about 3.6 million metric tons in 1940 as compared with 
0.83 in 1933, 1.9 in 1937, and 2.7 in 1938. (These are estimates computed from 
different sources. See data of General Loeb in: Der Vierjahresplan, 1938, No. 2; Eicke 
[member of the Reichsbank Board], Warum Aussenhandel, 5th ed. 1939; Frankfurter 
Zeitung, April 18, 1939; Der Bergbau, June 9, 1938; Halbjahrsbericht zur Wirtschafts- 
lage, Institut fiir Konjunkturforschung, 1938/39, 1.) 

The only statement I could ever find on the volume of “Buna” production was that 
it must equal one quarter or one third of the total German requirements for rubber in 
1939; this would make for an output of 33,000 or 50,000 metric tons. (See 
“Chemiebilanz 1938” in: Deutsche Bergwerks-Zeitung, January 1, 1939.) 

‘See Ungewitter, Chemie in Deutschland, pp. 86f.; General Loeb, “Die Kunststoffe in 
der deutschen Wirtschaft” in: Der Vierjahresplan, 1938, No. 3, pp. 133f. 

5See Trost, “Erzeugung und Absatz von Kraftfahrzeugen” in: Der deutsche Volkswirt, 
February 17, 1939; Dr. Reinhold Stisser, “Die deutsche Kraftfahrzeugindustrie, ihre 
Exportprobleme und ihre Wettbewerbslage” in: Weltwirtschaftliches Archiv, Vol. 48, 
No. 1, July 1938. 

‘Dr. Heinrich Koppenberg (general manager of Junkers), “Deutschlands Luftfahrt- 
industrie ist Grossindustrie” in: Der Vierjahresplan, 1939, No. 1/2, pp. 744. 
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trends toward transforming the entire system of distribution and pro- 
duction of power must sooner or later result from the motorization 
of the national economy.’ All this taken together with the chemical 
processing of coal and other minerals accounts for a rapid expansion 
of the engineering and machine-tool building industries, of the manu- 
facture of electric appliances and precision instruments: new indus- 
tries cannot be created, and old ones cannot expand, unless they can 
get enough machinery and equipment to start with.” This in turn 
accounts for the expansion and technical reorganization in building, 
and last but not least for the rise of the chemical industry proper. 
As compared with the innovations deriving from chemical syn- 
thesis, other features of the technological revolution are not essen- 
tially new in their economic purport. They are, nonetheless, con- 
nected with several new processes, new manufacturing lines, new 
products. The new metal constructions ought to be mentioned, the 
replacement of iron and steel by light metals (aluminum and mag- 
nesium in the first place), new metal alloys, the use of non-metal 
substances (plastics, glass,’ wood derivatives) for metal construc- 
tion. Mention ought to be made as well of the entire domain of 
artificial textiles (insofar as not based on coal), starting, of course, 
with the manufacture of rayon,* which is not new, but culminating 
in the manufacture of “cellulose wool,”” a rapidly expanding field of 
production based on the use of materials hitherto unknown in the 
manufacture of textile filaments (wood previously unused, straw 
and, more recently, potato stalks).° It goes without saying that here, 
Dr. Rudolf Regul, Energiequellen der Welt, Schriften des Instituts für Konjunktur- 


forschung, Sonderheft 44, Berlin 1937; Carl Krecke, “Die deutsche Energiewirtschaft,” 
in: Probleme des deutschen Wirtschaftslebens, Berlin and Leipzig 1937, pp. 381-405. 


?The production index-number in the German machine-building industry (1928100) 
reached the peak at 147.7 in 1938, as compared with 40.7 in 1932. (Statistik des In- 
und Auslands, Institut fiir Konjunkturforschung, 1939/40, No. 2.)—The value of output 
(at current prices) rose from RM 1.4 billion in 1932 to 5.5 in 1938, as compared with 
2.8 in 1914 and 4.0 in 1929. (Frankfurter Zeitung, December 29, 1938, and Halbjahrs- 
bericht zur Wirtschaftslage, Institut für Konjunkturforschung, 1939/40, No. 1.) 


“The glass industry is actually passing through its second industrial revolution”—says 
I va Suhr, “Umwälzungen in der Glasindustrie” in: Die Wirtschaftskurve, 1940, 
, p. 83. 


‘Output of the rayon industry totaled 67,000 metric tons in 1938, as compared with 
31,000 in 1932 (Wochenbericht, Institut für Konjunkturforschung, March 9, 1938, and 
March 15, 1939). It was estimated at 70,000 metric tons for 1939 by E. H. Vits, general 
manager of the Glanzstoff combine, in: Der Vierjahresplan, 1941, No. 7. 


‘From 3,000 metric tons in 1932 the output of “cellulose wool” (staple fiber) rose to 
162,000 in 1938 (Wochenbericht, Institut für Konjunkturforschung, March 9, 1938, and 
March 15, 1939). It was to attain 200,000 tons in 1939 and 275,000 in 1940, according 
to Hans Kehrl, Chief Consultant in the Reich Ministry of Economic Affairs, speaking at 
the Reich convention of textile manufacturers, June 3, 1939 (Frankfurter Zeitung 
June 4, 1939). 4 

‘Friedrich Dorn, “Die Zellstoff- und Papierwirtschaft in und nach dem Kriege” in: 
Der Vierjahresplan, 1940, No. 23, pp. 1033f.; W. A. Chatelan, “Textili ie ei i 
anders gesehen,” ibidem, 1941, No. 7, pp. 423f. ae 
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too, new machinery and new industrial equipment is needed. It has 
become unavoidable not only to expand the capacity of production 
in the manufacture of machines, machine-tools, instruments, vehicles, 
and metal ware, but also to reorganize all the industries concerned, 
to institute labor-saving devices, to standardize the products, to ex- 
tend the assembly-line system and uniform mass production. 
Revolutionary though they are, the technological changes as pic- 
tured here have not succeeded in alleviating the shortage in metals 
and metal-ore, a particularly weak spot in Germany’s economic 
armor. The metal supply has considerably increased.’ Still, a tre- 
mendous deficiency remained in iron ore, and special measures had 
to be enacted to correct the situation. The most famous example is 
the mining of hitherto neglected German iron-ore deposits.” Though 
generally associated with the setting-up of the “Hermann-Göring- 
Werke” combine, mining of low-grade ores is not limited exclusively 
to this government-controlled enterprise. Private combines have 
followed the Göring example.” This is not the only new feature in 
metallurgy. In fact, the activity of the Göring combine is focused 
not on mining but on processing, the Göring enterprise being the 
first in Germany to introduce oxygenation into the smelting process. 
Together with these developments, the construction of the first giant 
rolling mills for continuous manufacture of steel-sheets was begun, 
inaugurating a new era in the continental iron and steel industry.” 


"German pig-iron output rose from 15.3 million metric tons in 1929 to 18.5 in 1938 
(after 6.8 in 1933). Steel production increased during the same years from 16.2 million 
metric tons to 23.3 (after 7.6 in 1933). Between 1933 and 1937 the foundry output of 
lead increased from 116,600 to 162,400 tons, of copper from 49,800 to 65,500, of zinc 
from 50,900 to 103,300, of aluminum from 18,900 to 127,500 (and 175,000 in 1938). 


*Output of iron-ore from German mines (aggregate output, not metal content) 
totaled 11,150,000 metric tons in 1938, as compared with 6,373,700 in 1929 and 2,590,000 
in 1933. 


*Two private enterprises have been set up to exploit the German ore deposits: the 
Doggererz-Bergbau-GmbH. pooling the interests of Burbach, Dillingen, Neunkirchen, 
Völklingen, and Halberg (all of them private concerns) in the Zollhaus Blumberg iron 
fields, and the Gewerkschaft Damme for the Osnabriick ore deposits, the latter with the 
participation of Krupp, Mannesmann, Hoesch, Klockner and Thyssen’s Steel Trust. 
These are Göring’s competitors in his particular domain. 


‘Eduard Houdremont, “Einige Aufgaben der deutschen Metallurgie” in: Stahl und 
Eisen, 1938, No. 44; Dr. Lenning’s paper at the convention of the German blast-furnace 
enterprises, in: Deutsche Bergwerks-Zeitung, November 6, 1938; Dr. A. Wilhelmi, “Kosten 
der Verhiittung eisenarmer Erze” in: Mitteilungen des GHH-Konzerns, November 1938; 
Paul Goerens (general manager of Krupp’s), “Fortschritte der Eisenhiittentechnik” in: 
Der Vierjahresplan, 1939, No. 4, pp. 365f.; H. A. Brassert (chief consulting engineer of 
Göring’s), “Erfahrungen in amerikanischen und europäischen Hüttenwerken” in: Der 
Vierjahresplan, No. 4, pp. 370f., and No. 6, pp. 472f. 

Giant continuous strip mills, until a few years ago known in the United States only, 
have been built by the Steel Trust (Bandeisenwalzwerke in Dinslaken) and by 
Neunkirchener Eisenwerk A.-G. (Stumm combine). Two other plants are under 
construction by Hoesch and Röchling. In the Dinslaken plant one unskilled hand is 
said to turn out as much as 5 to 10 highly skilled workers had been able to in old- 


(footnote continued on next page) 
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To sum up, the technological changes we have reviewed amount 
to an enormous increase in productive capacity. This could not be 
achieved but through curtailing consumption. In consequence, the 
major long-term change in the economic structure amounts to a con- 
siderable shift from consumers to producers goods’ or, considering 
the structure of capital, from manpower to machinery. From this 
angle, innovations in armament proper are less important by them- 
selves. The strength of the German war machine is in the combina- 
tion of weapons and vehicles. The center of gravity has moved from 
arms to locomotion, and the transportation problem has become the 
central problem of warfare. Motorized lightning war, however, is 
but one of the aspects of motorization as a whole. The new tech- 
nology of coal and oil, outgrowing the confines of steam and rail, 
has brought about motorized transportation (on the ground and in 
the air) and reversed the technological conditions of war. 


Preparedness for motorized Blitz warfare implies that the whole 
of economic activity must serve the purpose of constructing and 
motorizing the machinery of military transportation. Once set up as 
an end to attain, however, motorization of warfare conflicts with the 
“civil” requirements of technological reconstruction from which it 
issued. Actually, Germany’s technological revolution has been car- 
ried on under conditions of a continuous crisis of transportation, time 
and again verging on downright collapse of the transportation sys- 
tem.” In practice, motorizing transportation was confined to the 
military domain, while motor truck transportation of freight is still 
of no account. The newly constructed motor roads have thus far no 
“civil” economic significance. There was no extension of the railroad 
network and no increase in the rolling stock. The tonnage of river 
craft increased inadequately, and motorization hardly progressed at 
all. Commercial use of aviation is unimportant. Canal construction 
has been insufficient to connect the new industrial areas with navi- 


styled thin-plate works. (Hans Cramer, manager in Dinslaken, “Die erste vollkonti- 
nuierliche europäische Breitbandstrasse” in: Der Vierjahresplan, 1939, No. 16, pp. 972f.; 
Dr. Konrad Hofmann, assistant to Herr Brassert, “Die moderne Blecherzeugung,” ibidem, 
No. 15, pp. 918f., No. 16, pp. 964f., No. 17, pp. 1017f. 


*From 1928 to 1938 production of consumers goods increased only by 7 per cent, as 
compared with 35.9 per cent increase in the production of producers goods; within the 
category of producers goods, production of durable investment goods increased by 40.3 per 
cent (Wochenbericht, Institut fiir Konjunkturforschung, February 22, 1939). 

*See Wochenbericht, Institut fiir Konjunkturforschung, September 14 and October 26, 
1938, February 15, 1939; H. O. Philipp, “Der Verkehrsapparat—das Riickgrat der 
Wirtschaft” in: Der deutsche Volkswirt, January 27, 1939; “Verspätungen im Eisenbahn- 
verkehr” in: Der deutsche Volkswirt, January 6, 1939; Dr. Trierenberg, paper delivered 
at the Thuringian Civil Service Academy, in: Deutsche Bergwerks-Zeitung, March 11, 
1939; H. O. Philipp, “Reichsbahn vor den Herbstaufgaben” in: Der deutsche Volkswirt, 
August 18, 1939, 


a 
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gable waterways, while existing connections cannot be made full use 
of for lack of cargo tonnage. 


This is where war economy, a product of technological recon- 
struction itself, obstructs reconstruction. In hampering the reorgani- 
zation of civil transportation, military motorization served to post- 
pone indefinitely any serious attempt to electrify both transportation 
and industry.‘ To a considerable extent the crisis of transportation 
is due to the fact that the bulk of industrial power is derived from 
combustion of coal, and nearly half the freight-load conveyed by 
railroad is coal.” No large-scale electrification was carried through; 
neither in industry nor in agriculture. There was, of course, a con- 
siderable increase in the production of electric power;* synthetic 
processes require a tremendous amount of electricity,” and tech- 
nological reconstruction is, theoretically, propitious to, and would in 
turn be propelled by, electrification. But to focus the entire power 
supply of industry and agriculture on electricity would have meant 
huge investments by the government which would have conflicted 
with the priority of chemical synthesis and motorization. Motoriza- 
tion, as connected with military preparedness, had to rank first in 
the priority list. 


Yet, was there any economic necessity at all for combining tech- 
nological reconstruction with the rebuilding of the war machine? 
Technological conditions as explained above made military and 
economic rearmament take the shape of motorization, chemical syn- 
thesis, and chemical technology in the widest use of the term. In 
this way rearmament certainly did influence the progress of tech- 
nological revolution, but it did not determine the direction the 
changes took. It was but an element and a consequence of tech- 
nological reconstruction, the roots of which were deeply embedded 


1W ochenbericht, Institut für Konjunkturforschung, February 2, 1938, and May 17, 
1939; Elektrotechnischer Anzeiger, October 20, 1938. 

2Statistisches Jahrbuch für das deutsche Reich, 1933-1938; Dr. Werner Fischer, 
“Die Schlüsselstellung der Kohle” in: Der deutsche Volkswirt, August 4, 1939; Der 
Wirtschaftsdienst, September 2, 1938; Wirtschaft und Statistik, 1938, No. 18. 

%Betriebsausgaben der Landwirtschaft” in: Wirtschaft und Statistik, 1937, No. 20, 
1938, No. 21; Hans von der Decken, “Die Mechanisierung der Landwirschaft” in: Viertel- 
jahrshefte zur Wirtschaftsforschung, 1938/39, No. 3; Günter Hünecke, Gestaltungs- 
kräfte der Energiewirtschaft, Leipzig 1937. 

“Production of electric power totaled 55.0 billion kilowatt-hours in 1938, as compared 
with 30.7 in 1929 and 25.7 in 1933. à N 
. tion of electric power per metric ton of product amounts to 40, 
Br in the a Buna, 22,000 to 25,000 in the production of aluminum, 
18,000 to 20,000 in the production of magnesium, 7,000 in the rayon and staple fiber 
manufacture, as against 3,800 in the manufacture of natural textiles, or 100 to 200 in the 
iron production. (Deutschlands wirtschaftliche Lage ‚an der Jahreswende 1938/39, 

Reichs-Kredit-Gesellschaft, Berlin 1939; Frankfurter Zeitung, August 21, 1938.) 
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in the entire economic and technological set-up of production in 
pre-Nazi Germany. 


“Capitalism” and “Anti-Capitalism” in the Totalitarian Set-Up 


Although resulting from the entirety of economic conditions, the 
development that has been going on since 1933 was by no means 
automatic. The trends that have since taken definite shape did not 
appear equally necessary and desirable to all parties that enter into 
the picture. The interested parties and the actual actors and pro- 
moters were not identical throughout the period considered, and 
more often than not were surprised and disappointed at the results. 
The monopolists certainly did favor the prohibition of unions, the 
abolition of parliamentary rule, the establishment of a “strong gov- 
ernment.” They did not favor the setting-up of a political power 
machinery that would encroach upon their interests. Industrial cap- 
italists certainly did crave rearmament orders and pump-priming to 
refloat collapsing business. They did not crave a totalitarian regime 
where all economic activities would be under control and the inter- 
ests of the individual enterprise would be sacrificed to totalitarian 
militarism. The middle-classes certainly did advocate an economic 
recovery which would ensure full employment, industrial expansion 
and even the widening of the bureaucratic sphere in order to provide 
jobs and offices. They did not advocate an economic set-up where 
full employment would mean the allocation of foreign exchange, raw 
materials, labor and capital according to the productive capacity of 
the enterprise, and where medium and small-size business would be 
spoliated. 

There are other such discrepancies between hope and fulfillment. 
The thoroughly anti-middle-class policies of the Nazi regime must 
not obscure the fact that the active ranks of the Nazi revolution had 
been recruited from the middle-classes, and that the machinery of 
political control and mass domination which constitutes the skeleton 
of the Nazi state still is a middle-class machinery. It does not suffice 
to say that the “élite” is made up of dispossessed members of the 
upper middle-class.’ It must be added that the active rank and file, 
though unemployed, did not consist of people without a definite pro- 
fession but mostly of people connected with some kind of business.” 
eficers ‘hove. carver hadıbocn hrokenvupshy he HERE ranean Aa 
inflation; young intellectuals who had no chance to climb as high as the upper strata 
since the economic crisis barred their access to any professional career, etc. 

*Owners of factories and shops; managers in industry and commerce; business 
employees; salesmen; engineers; farmers; employees of big rural estates; “independents” 


and employees in professional work; officials and employees of manufacturers’ associ- 
ations, chambers of commerce, agricultural associations, etc. 
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The elite of declasses drew its active support from the group con- 
nected with the owners, managers and leading personnel of inde- 
pendent medium and small-size business,'—and the most active ones 
were the sons of these people. 

The Nazis have made plenty of anti-capitalist propaganda. But 
this “anti-capitalism,” attracting hundreds of thousands of labor 
votes, did not frighten or alarm or alienate Hitler’s big and small 
capitalist supporters. It has been said that this propaganda was 
merely demagogic, and that the Nazis were, and are, but paid tools 
of Big Money. Obvious though it seems, this explanation does not 
account for the paramount fact that business has participated in 
“anti-capitalism” not only as a demagogic device but also as a far- 
reaching government practice of infringements upon traditional prop- 
erty rights.? 

What the average businessman and shopkeeper stood against 
was very accurately expressed in the National Socialist ideology and 
propaganda. His foe was Big Business profiting from prosperity as 
well as from crisis, getting government subsidies and preferential 
treatments, obtaining credits and loans to refloat unsound invest- 
ments, and engendering crises that ruined the others. In the “anti- 
capitalism” of the average businessman there was a profound yearn- 
ing for security first, and what he blamed Big Business for was that 
it ruined his chance of making profits and rising through profits to 
the very apex of the social pyramid. 

In adhering to “‘anti-capitalism” the small and medium business- 
man did not mean to advocate the abolishment of the capitalist sys- 
tem, nor did he stand up against concentration or mergers and amal- 
gamations as such. In opposing monopolies he did not mean to 
vindicate prohibition of trusts, combines and cartels; he merely 
loathed becoming their victim instead of participating in their rise. 
As long as he is a victim of Big Money himself, he hates monopolies 
and banks as he hates Jewish competitors and labor unions. But 
once he has a share in the general recovery of business, he will not 


"During the post-inflation period several political parties arose in Germany claiming to 
represent the interests of small and medium business and soliciting business votes as 
“Business Party,” “Revalorization Party,” etc. They had considerable success up to the 
1929-1930 crisis when all of a sudden they were swept away by the National Socialist wave. 
Election statistics prove beyond doubt that it was the enterpreneurial middle-class that 
sent the first sizable Nazi squads to parliament. 

*After this paper had been completed, Erich Fromm presented Escape from Freedom, 
New York and Toronto 1941. In analyzing the character structure of man, particularly 
of the middle-class individual, on the eve of totalitarian society and within the latter’s 
framework, Dr. Fromm (see especially pp. 207ff.) arrives at conclusions very similar to 
(in part almost literally identical with) those drawn in the following paragraphs. His 
investigation into the psychological situation corroborates the results of my analysis of 
the economic facts. 
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fight to preserve the insecurity of free, unhampered competition, but 
will rather have his security guaranteed and enforced through con- 
trol of competition as exercised by a government he trusts. 


Being a little man, he stands against the big ones. He does not 
want them free to crush him under heel. But he claims for himself 
the freedom to become big. As long as his security is threatened he 
will favor measures to enhance control over Big Business, and be 
oblivious of the danger that his freedom will be overrun as soon as 
the control begins to operate. He craves protection by someone who 
would prove bigger than the big, but he will pathetically execrate 
any system that should deny him the chance to climb to the top. 
In securing employment for big capital the totalitarian regime 
seemed to restore security for the small and medium entrepreneur; 
it apparently did so through instituting a system of government con- 
trols. This very regimentation, which was to strangle him later, 
made the middle-class businessman take security for granted. He 
might be forced to close his shop some day or become a mere re- 
tailer for some big combine; but still he would feel secure within a 
system where there is both government control and free initiative, 
both regimentation and private enterprise. 


Alleged “demagogy” boils down to an accurate expression of 
the ambiguous reality that the middle-class capitalists’ have to face. 
Government control is identified with security. It makes no differ- 
ence that in the end security widens the gulf between the rich and 
the poor and finally changes previously independent producers and 
traders into salaried employees. Where there is full employment, 
there is a chance for “economic men” to become successful.” To the 
“little fellow,” generalization of totalitarian controls means equali- 
zation of chances. Everybody perforce becomes a member of an 
organization that interposes itself between the individual and the 
centralized power of the state. Everybody’s fealty becomes medi- 
atized. Monopolies lose their frightening aspect when subject to 
equal organizational coercion and control, granted even that their 
power increases and small business forfeits all of its independence. 


"This applies as well to such sections of the middle-class as are not directly engaged 
in business, viz. professional men, teachers, lawyers, civil servants. The world they live 
in is as ambiguous as the middle-class capitalist’s. So is their ideology. Theirs is this 
very same ambiguous “anti-capitalism” which is based on the belief in free initiative 
and private enterprise within the framework of totalitarian contro] and regimentation. 

*General regimentation implies certain equalitarian tendencies. There is no doubt 
that the Nazi regime abolished the last remnants of feudal relationships. This meant 
not only the weakening of the social importance of certain conservative groups opposed 
to the “revolution of nihilism” but also the annihilation of caste boundaries and caste 
taboos which the Weimar Republic had not been able to get rid of. 
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Now there is a “mediatization” of dependency.’ In his very atomi- 
zation the individual experiences a pseudo-annihilation of his de- 
fenselessness and insecurit h in that he becomes part of a whole 
wherein he is given security and protection.? 

To break up the political and social barriers that obstructed the 
path of the technological revolution the monopoly magnates had 
need of the active support of an “anti-capitalist middle-class move- 
ment.” So the political machinery called upon to smash the insti- 
tutional order of the Weimar Republic became highly instrumental 
in eliciting both the institutions and the power transmission mechan- 
isms of the new set-up. This in turn gave the political machinery 
the opportunity to preserve and widen the power it had acquired. 
But this power is still contested by the capitalist monopolies. With 
their economic strength increasing, and bound to increase further 
as the industrial reconstruction continues, they will not relinquish 
the pressure they have been used to exercising in the political field. 

From this derives the division of power between the Nazi politi- 
cal machinery and Big Business, which from the very beginning has 
overlain an ever latent conflict. Within this division of power which 
is obscured by interfering and conflicting interrelationships with 
other groups (e.g., different layers of bureaucracy) the party ma- 
chine is, of course, not an organized representation of middle-class 
interests. It merely represents their traditional claim for security, 
and since security can only be maintained in an ever expanding 
economy which through expansion avoids crises, the party machinery 
stands for expansion first. As the claim of small business people 
for security is wedged into monopoly capital’s claim for expansion, 
the latter swallows the former. The claim for security, however, 
gives the party machinery additional weight to throw into the bal- 
ance, gives it greater authority to influence the drift of expansion. 

It does not matter whether any given particular interest of small 
business is being protected, or whether the small businessman is 
“combed out” or his quota canceled from the list of those entitled 
to raw materials or labor supply.” What matters is that the hidden 


For details see pp. 278-83 below. 

*This is the source of all “corporativist” tenets in National Socialism and the reason 
why the National Socialist revolution, although violently assaulting monopolies, became 
instrumental in enhancing the economic power of monopoly capital. 

3] refer the reader to O. Kirchheimer’s analysis of the facts in this issue. Several 
examples are quoted there to show that the discretionary power lies with the economic 
“self-administration” bodies controlled by the monopolists. Among the examples quoted 
I want to emphasize the recently enacted “profit stop” measures (the Price Commissar’s 
instructions “regarding the operation of the profit stop according to article 22 of the War 
Economy Decree” and his ruling “concerning the enlargement of the powers attributed 
to the Price Supervision Boards” of March 11, 1941). Destined to give the community 

(footnote continued on next page) 
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fatality of blind market or stock exchange forces will not be the one 
to forge the destiny of the individual capitalist, but that the latter 
will be entrusted to the state that warrants security (or to its agents). 
The state thus gains power to advance the concentration of capital 
and the centralization of enterprise at the expense of small business, 
without being doomed to encounter serious resistance. 


It is highly important in this connection that the social position 
of the political machine which runs the state—the party—has 
meanwhile undergone considerable changes. First, the élite is no 
longer a gang of déclassés but has become the leading group of 
organizers within the governmental set-up. Second, the active rank 
and file’s claim for security has been fulfilled; the party supporters 
participate in the universal prosperity as capitalists, managers or 
corporation officers, or have been put on the payroll of the civil 
service, the police, the economic administration or the party itself. 
Their vital interest is no longer a nebulous longing for security and 
recovery, it is now a very specific interest in the maintenance of 
prosperity, i.e., in technological revolution, war production, im- 
perialistic aggression. 


This collective interest of the party machine (called “common 
interest” or “political necessity” or “national imperative”) coincides 
with the capitalist monopolies’ interest in expansion and implies in 
the long run the spoliation and subjugation of the small businessman. 
On the other hand, in every individual instance the political ma- 
chine’s collective interest in abstract economic progress may easily 
antagonize particular interests of the capital magnates and become 
identical with the average capitalist’s, manager’s, official’s yearning 
for more business, more profit, more power at the expense of yester- 
day’s grands-seigneurs. This change in the social function of the 
political machine is still going on. But there is a hiatus in the 


a share in “unjustifiable” war profits, these measures institute a retroactive control of 
profits earned which are to be checked with “patterns of appropriate profits.” Yet, the 
setting-up of such patterns has not been referred to the jurisdiction of an independent 
arbitrating body but entrusted to the “self-administration,” i.e., to the organizational 
agencies of big business. In the future they will be the ones to fix the profit margin not 
only for every industry but also for every individual enterprise, and the leading principle 
is not to be social equity but the appropriateness of the profits to the requirements of 
industrial expansion (with a differential rate of profits to reward the technologically 
fittest). See “Die Durchfiihrung des Gewinnstops” in: Frankfurter Zeitung, March 15, 
1941; “Kriegsverpflichtete Preise und Gewinne” in: Soziale Praxis, April 1, 1941; “Die 
Anweisungen zur Preissenkung und Gewinnabführung” in: Der Vierjahresplan, May 5, 
1941. 


“It is comforting and reassuring for the individual capitalist to know that big 
concerns like Stoehr, the leading textile combine, are fined RM 1,500,000 for having 
neglected one of the countless rulings of the Price Commissar, or that a tycoon like 
Thyssen has his assets turned over to the state for having disagreed with the Fuehrer. 
The very use of equalitarian and leveling devices enables the state machinery, on the 
other hand, to act as an executioner of small fry in behalf of the big. 


i iia dd 
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trend when the party machine’s specific goals shift from the strug- 
gle for security to the struggle for the conquest of additional eco- 
nomic power, for the invasion of the monopoly citadel.’ 

From this time on division of power between “political ma- 
chine” and “business” changes its character. Those in charge of 
the political controls endeavor to penetrate into the economic sphere. 
They start to build new industrial combines that they are going to 
own or to control.” They see to it that individual party functionaries 
get into the managing boards and directorates of industrial enter- 
prises.* On the other hand, the emphasis put on economic advance 
and expansion expedites the setting-up of an all-embracing organiza- 
tion of the economy. The concentration of business through mergers, 
amalgamations and interlocks is being urged, and at the same time 
the “self-administration” organs of the economy have their powers 
widened and increased to supervise and to check on all economic 
activities of individual entrepreneurs and corporate enterprises.* 

Since the self-administration is controlled by big business from 
the very beginning,” the widening of its power and organizational 
scope results in improving and strengthening the position of the 
capitalist monopolies as against the political machinery. This in 
turn calls for a parallel extension of the governmental network of 


"This occurs when full employment is about to be reached (around 1937). Different 
features of the economic set-up which have since taken more definite shape, e.g., demand 
permanently exceeding supply, have been associated with characteristics of preparedness 
economy. Yet, scarcity is no necessary implication of preparedness. Scarcity forcibly 
results from continuous expansion after the limits of full employment have been reached. 
Expansion on the basis of full employment produces a dynamism of its own. —For 
further discussion of this topic see below. 

"Besides the “Hermann-Goring-Werke” combine mention ought to be made of the 
“Wilhelm Gustloff Foundation,’ ammunition and machine works in Thuringia, title to 
which is held by the National Socialist Party, and the manifold enterprises of the German 
Labor Front embracing banking, insurance, etc.—Contrary to what has been stated in 
the Berlin dispatches of American correspondents, the newly-founded Kontinentale 
Oel-Aktiengesellschaft, a giant corporation to exploit continental oil resources, is not 
a party undertaking but a joint enterprise of several privately controlled industrial 
combines. 

It makes no difference in the result whether private concerns hire Nazi dignitaries to 
protect them against bureaucratic interference, or whether directorial seats are granted 
to officials of Supervisory Boards as a compensation for services rendered, or whether 
specific groups within the party hierarchy obtain such controlling positions in business 
through more or less overt political blackmail. 

‘In its present form the “self-administration” of the economy rests on the decree of 
the Reich Minister of Economic Affairs concerning the “reform of the organization of 
industrial economy” of July 7, 1936, and on the Cartel Decree of November 11, 1936. 
(See Eberhard Barth, Wesen und Aufgaben der Organisation der gewerblichen Wirt- 
schaft, Hamburg 1939, pp. 30f.) The legal set-up was moulded on the eve of “full 
employment.” 

5As will be explained below, the self-administration is but the continuation of the 
former manufacturers’ associations. Its executive organs have been recruited from 
the associations’ personnel, and the advisory committees are made up of the heads 
of the most representative private concerns. See Barth, quoted supra, pp. 64-68. 
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controls and checks. The process began with the reorganization of 
the Reich Ministry of Economic Affairs," and continued with the 
enlargement of the Supervisory Boards,” and the creation of the 
District Economic Boards.” It is still in progress. ; 

It turns out to be impracticable, however, to set up an organiza- 
tional machinery to duplicate and supplant the machinery of busi- 
ness itself. More and more supervisory functions, therefore, are 
ceded to business’ self-administration, and even the distribution of 
raw materials, which could have become the most important device 
for intruding upon the decisions of the individual enterprise, is to 
an ever growing extent being entrusted to the organizational bodies 
of business itself.* What then is left to the political bosses but to 
build up business enterprises of their own, which would make them 
rank as high as those of the monopolies, and to bolster up these 
newly-acquired positions with loot secured in conquered territories? 


Profit, Money and Credit Under Regimentation 


The success of industrial reconstruction has certainly hinged to 
a large extent on the smoothness of the organizational set-up of busi- 


1Dismissal of Dr. Schacht, merger of the Ministry with Goring’s Four-Year-Plan 
Office. See Paul Koerner (Under Secretary in the Four-Year-Plan Office), “Fiihrung 
und Wirtschaft” in: Der Vierjahresplan, 1938, No. 2, pp. 66f.; “Anordnung zur 
Neuorganisation des Reichs- und Preussischen Wirtschaftsministeriums,” ibidem, p. 105. 
The reorganization was enacted on February 4, 1938. 


"Shortly before the outbreak of the war, the Supervisory Boards for the control of 
foreign trade were transformed into supervisory bodies covering all economic activities. 
They are now called Reich Boards (Verordnung über den Warenverkehr vom 18. August 
1939, Reichsgesetzblatt [quoted infra as RGB] I, p. 1430). 


*These District Boards (paralleled by Food Boards for agriculture) are destined to 
provide an organizational infra-structure for the machinery of the Reich Ministry of 
Economic Affairs (in the case of agriculture, for the Ministry of Agriculture). Their 
legal set-up is based upon the “Decree on Economic Administration” as amended on 
November 28, 1939 (RGB I, p. 2315). Article 5 of the Regulations of September 22, 
1939 (RGB I, p. 1872) explicitly stipulates that the Boards’ tasks in the maintenance 
of production and the regimentation of business shall not be taken care of by the 
governmental agencies themselves, but be delegated to the self-administration bodies, 
i.e., to business organizations. Only the organization of rationing devolves upon the 
District Boards. The same applies to the District Food Boards under the decree of 
August 27, 1939 (RGB I, p. 1521). They are made up of two divisions each, a division 
A supervising production and marketing and identical with the board of the district 
organization of the farmers, and a division B—the only one to be run by civil servants 
—for the rationing of food and its distribution. (See Posse-Landfried-Syrup-Backe-Alpers, 
Die Reichsverteidigungsgesetzgebung, Vol. III, section Allg. V, pp. 1-48.) 

‘For more details on the role of the “self-administration” see pp. 275 ff. below. This 
development only generalizes organizational patterns that could be found previously in the 
distribution of textile raw materials (law on spinning materials of July 5, 1938, RGB I, 
p. 833). There already the Chambers of Industry and Commerce, subdivisions of the 
self-administration, were entitled to grant exemptions from the prohibition against new 
concerns. After the outbreak of the war, when the entire textile industry was subjected to 
regimentation, the distribution of raw materials was conferred upon newly founded 
Distribution Boards set up within the framework of the self-administration. (See Posse- 


Trot Es ee op. cit, Vol. II, Section Spinnstoffwirtschaft Allg., pp. 
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ness, the potentialities of influencing and “steering” the economic 
automatism. The entirety of economic life is geared to produce the 
maximum yield and to exploit available resources as economically 
and efficiently as possible." This cannot be done unless the general 
direction of economic activity has been agreed upon and a large 
degree of coordination has been secured in the day-to-day function- 
ing of business.” It is true that the general direction of economic life, 
though determined by the potentialities of the production apparatus, 
was to some extent influenced by political decisions. Business activi- 
ties of the individual enterprises are being coordinated “from with- 
out,” and their decisions as to what ought to happen within the 
enterprise are subject to restrictions.» What determines the char- 
acter and scope of such restrictions? 


Regimentation, to begin with, does not abolish the profit motive 
within the industrial enterprise. Notwithstanding that volume and 
nature of production may be prescribed, the individual enterprise 
has no other purpose in producing but to produce commodities 
salable at a profitable price. In an economy where the flow of com- 


“An increase in Germany’s economic power can still be achieved through improve- 
ments in the set-up of the productive plants, the means of production and the methods 
of manufacture as well as through raising the working capacity of those employed in the 
German economy. The measures to be taken to this effect require a uniform guidance 
if they are to be carried through.” (Wording of the rationalization mandate bestowed by 
Hermann Goring upon Reich Minister Funk on December 12, 1938, in: Frankfurter 
Zeitung, December 15, 1938.) 

*Coordination of activities, not elimination of private management: “Still bigger 
tasks than those that he has, in our view, to perform in peace-time devolve upon the 
head of the enterprise in the war economy. It is understood that the war demands 
thorough planning in the use of manpower, raw materials and productive capacity, 
and thus imposes upon business certain planifying restrictions. However, this kind of 
planned economy must never lead to a situation wherein the initiative and the impulse to 
work of the industrialists should be hampered by executive agencies of the authorities. 
Extensive elimination of free market production does not mean obstructing enter- 
preneurial initiative; on the contrary, the more active, resourceful and daring the head 
of the enterprise proves to be, the more he will be able to fulfill his war task.” (General 
Georg Thomas, Chief, Staff Division of Defense Economy, Supreme Command of the 
Armed Forces, in: Der Vierjahresplan, 1939, No. 20, pp. 1178f.) 

*Tt is not so much the compulsion to economize in the use of manpower and financial 
means as such that causes frictions with the businessman; it is much more the fact that 
the public administration today has become . . . . an invisible member of the management 
of the shop and thus considerably restricts the latter’s freedom of disposition. This, 
however, is a condition which cannot be dispensed with if governmental steering of the 
economy is to be carried through when scarcity governs the supply in numerous fields. 
The task of rationing these steering devices can therefore consist only in this: to 
prevent the individual enterprise from becoming—like St. Sebastian—a target for the 
arrows of each and every administrative body; to minimize as far as possible the burden 
which the effects of such measures impose upon the enterprise, and to do so in canalizing 
them.” (Der deutsche Volkswirt, November 11, 1938.)—Such was the task of “rationing” 
and “canalizing” regimentation which the editorial writer of Der deutsche Volkswirt took 
pleasure in assigning to the then newly-appointed leader of the Reich Group Industry, 
Herr Zangen, president of the Mannesmann iron, steel and machine-building combine. 
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modities is punctuated by a series of transactions which are money 
transactions, not to make profits or to incur losses means to be barred 
from continuing production. This has not been altered in the totali- 
tarian set-up and still applies to private enterprise as well as to 
government-owned enterprise. Moreover, since the maintenance of 
production depends on occupying a favorable position in relation to 
the supply of raw materials, labor, machinery and equipment, and 
the procurement of such a favorable position depends in turn on the 
capacity to produce and to expand production—which again is a 
question of the financial overlay—, profit-making and profit-amassing 
becomes more imperative than ever. Fixed prices, unfavorable de- 
livery conditions, difficulties in securing raw materials and other 
ingredients of the manufacturing process, or high taxes, duties, 
levies and contributions of all kinds, render the earning of a surplus 
more difficult, and this cannot but sharpen the sting of the profit 
motive instead of neutralizing it.’ It then often becomes a question 
of life or death to obtain preferential treatment and influence gov- 
ernment agencies, supervisory bodies and political go-betweens in 
order to get such preferential treatment.” 


Since the main interest of the government is maximum efficiency 
and maximum production, preferential treatment is most easily ob- 
tained where there is maximum expansion of enterprise. On the 
other hand, expansion of enterprise improves the competitive posi- 
tion and thus provides for more profit. Expansion guarantees the 
realization of the profit motive, and the profit motive stimulates 
expansion. Far from being nullified, the profit motive as condensed 
and multiplied in the impulse towards expansion becomes more 


“The profit is, like the wage, a factor hampering and furthering buying capacity; 
hampering it as an element of the price, furthering it as the basis of demand. It must 
be held in balance between these two functions so as to preserve its third (or first) 
function as a stimulus to enterpreneurial activity.” (Soziale Praxis, April 15, 1941.) 


"Where profits are threatened by price-fixing or severe delivery terms, the enterprise 
will have to gain influence with the price-fixing authority or the board that determines 
when, how and in what condition products are to be delivered. Where profits are 
threatened by marketing restrictions and sales quotas, one will have to gain influence with 
the cartel or self-administration body that assigns marketing quotas to the individual 
shops, or to try to purchase the other fellow’s quota, or to strangle him so he will sell 
out, etc. Where at last profits are threatened by hindrances in the supply of raw materials, 
equipment, etc., there will be the imperious necessity to establish a “pull” with the 
body that distributes and subdivides the “contingents.”—The organizational set-up 
which governs the distribution of “contingents” is discussed in Kirchheimer’s article 
in this issue. The trend he emphasizes as being in progress, a trend towards entrusting 
the “self-administration” agencies with the regimentation of supplies, is paralleled by 
similar trends in the allocation of priorities for government orders, the allocation of sub- 
sidies to enterprises which are under the compulsion to close down or to restrict pro- 
duction, etc. See Friedrich Landfried (Under Secretary in the Reich Ministry of 
Economic Affairs), “Zusammenarbeit von Staat und Organisation der gewerblichen 
Wirtschaft in der Kriegswirtschaft” in: Der Vierjahresplan, 1939, No. 23, pp. 1320f. 
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than ever the stimulus underlying every economic activity.’ Gov- 
ernment interference with business activities actually results in 
augmenting the impulses to make profits and to grow bigger and 
stronger in order to be able to make them. Regimentation and con- 
trol only spurs that progressive widening of the scope of profit- 
making which is the main characteristic of capitalist production. 

The dynamics of profits are, of course, not identical with the 
dynamics of prices, and stabilizing prices does not mean eliminating 
the movement of profits. Actually, totalitarian controls did not even 
succeed in stabilizing commodity prices.” Besides, there was no 
attempt to stabilize the price of capital, either liquid or invested in 
industrial plants. Even if the prices of commodities were totally 
freed from the impact of supply and demand, they would still have 
plenty to do with the costs of production. But the costs depend on 
the possibility to obtain capital and means of production. In turn 
the prices of these elements of the costs are governed by the ratio of 
supply and demand which crystallizes in the market value of con- 
tingents, quotas, permits, etc. on the one hand, the price of shares, 
patents and licenses, controlling interests, and entire plants and 
enterprises on the other hand. Here is the decisive limitation on 
government control of prices and profits. 

It may be objected, however, that the government as a major pur- 
chaser, customer and distributor of manufacturing orders is in a 
position to fix prices arbitrarily and to disrupt existing correlations 
of prices and profits. Actually this is not the case. The regulation 
of prices for government purchases follows closely the lines of the 
general price control and obeys the requirements of the profit-bound 
economy of expansion.’ It could not be otherwise because the gov- 


10f course, the industrial capitalist in totalitarian Germany is not free to restrict or 
to expand production ad lib. But restricting production as a weapon to improve the 
competitive position is preposterous anyway in an economy based on the maximum use 
of productive capacity. At the same time the check on expansion resulting from the 
permanent excess of demand over supply does not weaken but on the contrary highly 
increases the incentive to expand and to overthrow all barriers that hamper expansion. 


”The general scarcity resulting from “full employment” makes the prices of all com- 
modities display an upward trend. Where the government strives to prevent prices of 
all commodities from going up (in order to circumvent inflationary chaos), it naturally 
has to “stop” prices at a given level in stabilizing all of the existing price correlations. 
In this the Nazi government did not succeed. In fact, the Price Stop Decree of 
November 26, 1936 (Verordnung über das Verbot von Preiserhöhungen, RGB I, p. 
955), enacted on the eve of full employment, has been supplemented and ‚widely 
supplanted by a complicated system of regulating flexible and fluctuating prices, a 
system too intricate to be presented here in its working details. 

Leitsätze für die Preisermittlung auf Grund der Selbstkosten bei Leistungen für 
öffentliche Auftraggeber (LSÖ), November 15, 1938; Richtlinien für die Preisbildung 
bei öffentlichen Aufträgen (RPÖ), November 15, 1938; Preisbildung bei öffentlichen 
Aufträgen, Circular instruction of the Price Commissar, November 24, 1938; Leitsätze 
für die Preisermittlung nach LSÖ und LSBÖ bei mittelbaren Leistungen für öffentliche 
Auftraggeber, March 11, 1941. 
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ernment is not free to contract or expand its demand at will. Arbi- 
trary contraction of government demand is impossible unless made 
up for by a corresponding increase in the demand of private busi- 
ness—or else expansion must stop, full employment come to an 
end, and the entire structure of the regime face collapse. Arbitrary 
expansion of the purchasing power of the state would be tantamount 
to inflation; expansion is limited by the actual volume of production 
and the speed of the commodities flow." Where a given productive 
capacity is in full use, printing money will not increase production 
though it might canalize the flow of commodities and affect distribu- 
tion. 

The actual financial sovereignty conferred upon the government 
lags behind its increased technical potentialities. The flow of capital 
and credit may certainly be directed to one or several industries 
that the government selects. But once driven in a given direction, it 
creates additional employment, additional output and more profits. 
It increases the volume and speed of accumulation in the concerns 
which benefit by this additional financing. Subsequently, they are 
enabled to retain the profits earned, to amass them and to finance 
further investments and further expansion “from within.” Internal 
financing makes them almost independent and necessarily checks the 
government’s interventionist tendencies and volitions.” Manipulation 
of currency and credit then cannot continue except with the consent 
of those very industrial monopolies whose financial power has been 
strengthened through government financing. It happened thus in 
totalitarian Germany. Once the decision was taken to finance syn- 
thetics, coal-processing and rearmament first,’ the subsequent finan- 
cial development was bound to follow the lines drawn by the intra- 
industrial accumulation, i.e., by internal financing.* 


*According to recent estimates by the Reich Statistical Office (Wirtschaft und 
Statistik, 1941, No. 6) the aggregate turnover of all commodities in Germany was RM 
225.4 billion in 1929, 163.3 in 1935, and 250.0 in 1938. Money circulation at the end 
of these years totaled RM 6.6 billion in 1929, 6.4 in 1935, and 11.0 in 1938. Creation 
of buying capacity did not arbitrarily outdistance the creation of moneyable commodities, 
i.e. aggregate production marketed. 


“Internal financing creates seemingly unsupervised capital and thus obstructs the 


investment steering that has become necessary under the sign of super-employment.” 
(Soziale Praxis, April 15, 1941.) 

*Not even this decision was an arbitrary one. It has been pointed out above that the 
course of industrial reconstruction was pre-determined by the technological structure 
and the economic set-up of pre-Nazi society. 

“As late as 1941 the Nazi government is still unable to prevent internal financing 
which goes on at the expense of financing government expenditure. In addressing the 
Reichsbank stockholders on March 12, 1941, Reich Minister Funk most emphatically 
scored internal financing as threatening the government’s tax revenue, and ostentatiously 
announced measures to cut profits and to preclude further amassing of capital in 
business hands. (See Frankfurter Zeitung, March 13, 1941.) He undoubtedly succeeded 


(footnote continued on next page) 
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In directing a huge part of national income into the financing of 
technological reconstruction and rearmament the totalitarian gov- 
ernment naturally had to engage in large-scale spending of its own. 
Various schemes were concocted to this effect, either to drain or 
canalize the capital market. Private business up to 1938 was prac- 
tically barred from capital stock issue’ and pushed towards internal 
financing.” In other words, the very fact that the government had 
the opportunity to divert the flow of capital towards one or another 
sphere and at the same time to widen the scope of public spending 
has led to a considerable limitation of the government’s financial 
sovereignty. 

This does not mean that no financial decisions can be made by 
the government. It still has to decide how to provide funds for 
public spending, whether to increase taxation, or to expand public 
credit, or to compel industrial treasuries to take in government 
bonds, etc.” In manipulating currency a totalitarian regime cannot 
overdraw its potential credit any more than a parliamentary regime 
could do. Where the monetary saturation point is passed, inflation 
starts. This only the market will reveal. A totalitarian regime is 
undoubtedly better equipped than any other regime to foresee de- 
velopments in the market and to act accordingly. That’s what 
accounts for the “finance miracles” it is said to have performed. 


in provoking quite a slump in the German stock market. But the actual content of the 
sensational measures (enacted on June 21) boils down to additional taxes on dividends 
exceeding 6 per cent of the nominal stock value, and to granting all corporations the 
power to revalorize the face value of their capital stock. According to Bank-Archiv 
(April 1, 1941), “the status of the minority stockholders will once more be weakened” 
as a result of these measures. This amounts to saying that undivided profits, instead 
of being cut, will keep growing as ever. There is obviously no way to suppress internal 
financing as profits continue to flow. 

1Government issue as percentage of total stock and bonds issue amounted to 70.0 
per cent in 1933, 39.7 in 1934, 64.8 in 1935, 70.8 in 1936, and 70.9 in 1937. (Wirtschaft 
und Statistik, 1938, No. 5.) 

According to recent estimates by the Reich Statistical Office, aggregate undistributed 
earnings of German corporations in 1938 totaled RM 3,420 million as against 1,200 in 
1935 and 175 in 1933 (Bank-Archiv, 1941, No. 8). Aggregate capital stock of German 
corporations in 1938 amounted to RM 18.7 billion (Wirtschaft und Statistik, 1940, No. 
21) ; dividends paid out averaged 6 per cent (ibid., 1939, No. 15). Aggregate dividends 
must have amounted to about RM 1,100 million. Out of the profits earned 25 per cent 
were allotted to the shareholders. 

®Such decisions are certainly influenced by the conflicting interests of the industrial 
and financial groups concerned. The financial policy of the Third Reich has been the 
result of conflicts in this sphere. To quote an example, a few weeks after the government 
had announced that it was going to “stop profits” the comments of the German press 
were pointing out that “the Price Commissar shows less interest in curtailing profits 
than in reducing prices” (Frankfurter Zeitung, April 24, 1941). “What actually does 
interest him [the Price Commissar] as regards the balance-sheets of the corporations 
is not what part of the profits he may collect as excess profit to cream the milk, but ‚to 
what extent prices can be cut down in the future without endangering the profitability 
of the enterprise” (Frankfurter Zeitung, March 30, 1941). “The question of creaming 
the profit milk is being assigned the minor part which is its due” (ibidem). 
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Yet, how to circumvent danger points in monetary policies is the 
object of political decisions which lie with political bodies in any 
regime whatsoever. Divergent interests have to be taken care of. 
There was a plurality of conflicting interests to decide upon both 
the content and the technicalities of government finance under Dr. 
Schacht, and there is still a plurality of interests to mould the final 
decisions under Dr. Funk.’ There is the Ministry of Economic 
Affairs, the Ministry of Agriculture, the War Ministry, the Finance 
Ministry, the Reichsbank, etc. There are the giant banks cooperating 
with the Reichsbank, and the big industrial combines closely con- 
nected with the banks. They all have their say in the formation of 
decisions on financial policy, as have the central organizational 
bodies of the political party machine. Since political power is 
concentrated with one monopolistic machinery and all political 
activity outside this machinery is curbed, interests of individual 
groups or particular sections of society cannot express themselves 
except through the channels of the monopolistic political organiza- 
tion. The monopoly of political power implies the plurality of au- 
thority and decision as regards any particular step within the general 
limitations drawn by the sovereign decisions of the party machine.? 

The decisions are based on, and reached by, compromise. They 
have to cope with the general trend. As a rule, they. are not taken 
in opposition to the capitalist monopolies but with their consent. 
Still, there remain countless technicalities which someone or other 
has to decide upon. Who? None other than the bureaucracy of the 
Reichsbank and other government agencies,’ the officialdom commis- 
sioned to cut thousands of Gordian knots as business goes on. With 
this officialdom not only the bureaucratic tradition but also the 
notions of fiscal correctness, clean accounting, balancing assets and 
liabilities, solvency of those to be dealt with, still prevail. No ab- 
stract motivations are to be considered, only prices, interest, ex- 


It is characteristic of the Nazi government set-up that the Reich Finance Ministry 
takes no active part in determining the features of the financial policy. In practice, 
the economic administration has more authority in discussing and preparing the 
financial decisions. It exerts its influence through the personal union established 
between the Reich Ministry of Economic Affairs and the Presidency of the Reichsbank 
both under Schacht and under Funk. 


*As pointed out above (pp. 243 ff.), the monopoly of political sovereignty rests upon 
the division of power between the political machine and the leading business groups who 
hold the economic key positions. Such equilibrium must be unstable and subject to daily 
shifts in the distribution of power. This accounts for the plurality in the source of 
decisions and for the social struggle going on around each particular measure and each 
practical step to be taken. 


‘Important decisions which presuppose a compromise between the main interests 
concerned will have to be made by the Reichsbank President, who is the Minister of 
Economic Affairs, and who as a representative of the party machinery has authority to 
arbitrate. But this applies to important and consequential decisions only. 
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change rates. The bulk of the decisions to be made concern only the 
priority of the applicants for credit.‘ In a non-totalitarian regime 
the decision normally lies with a syndicate of issuing banks, whereas 
under totalitarian rule it is the Reichsbank that arranges the order 
of applicants in the priority list. The principles underlying the 
decision are identical in either instance: under equal conditions of 
capitalization and issue rates, preferential treatment must be bar- 
gained for, and the one wins who has the most trumps (political 
influence not excluded) to play. 


The Bureaucratization of the Economy 


The main direction of economic life is given by the political 
machinery and conforms to the “automatic” tendencies of technologi- 
cal reconstruction. But the day-to-day practice is regimentation and 
coordination of the totality of individual economic activities, imply- 
ing continuous interference with the decisions of the individual pro- 
ducers, permanent encroachment upon the domain of the independ- 
ent economic units. 


A comprehensive system of economic regimentation did not crys- 
tallize in Germany until full use of the existing productive capacity 
was ensured. Certainly no perfect or complete system was intro- 
duced, but the framework at least was set in operation when full 
employment was about to be reached.” The coincidence was not 
fortuitous. Economic activity in Germany is geared to guarantee 
maximum efficiency and optimum yield in the sphere of armament 
in the broadest use of the term, i.e., in the industries of producers 
goods. But when existing productive capacity in the manufacture of 
producers goods is used at its fullest, shifts and changes in the use 
of the industrial wheelwork must be brought about to guarantee ex- 


1Since private business has been given access to the capital market there is no 
industrial stock or bond issue that would not be over-subscribed within a few days. 
Therefore, the question as to the commercial advisability of a projected issue does not 
even arise. The only thing to be decided upon is: who goes first? For the Reichsbank 
as the operating body (a supreme supervisory authority is the Reich Commissar for 
Banking whose department has recently been merged with the Ministry of Economic 
Affairs) it does not make any difference whether the capital-seeking concern is the 
Mannesmann combine, for instance, or the Rheinmetall-Borsig, a subsidiary of the 
Géring combine, or some other enterprise. To illustrate, during the three months ending 
March, 1941, new stock issue on the German capital market totaled RM 192,950,000. 
Out of this amount RM 112,950,000 were issued by privately-owned concerns, and 
RM 80 million by the newly-founded privately-owned but government-supervised giant 
combine Kontinentale Oel-Aktiengesellschaft. Yet, the major part of the Konti-Oel issue, 
viz. RM 50 million, never reached the market but was taken over by the founders. 
Thus, out of an actual issue of RM 143 million only RM 30 million were being issued 
by a corporation at least partly government-controlled. No government-owned concern 
was among those allowed to approach the market. (See Frankfurter Zeitung, April 8, 
1941; Der deutsche Volkswirt, April 4, 1941.) 


"See p. 245 above (note 1). 
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pansion. Since surpluses and resources can be multiplied but on a 
limited scale, selective decisions must be made which presuppose 
coordination. Someone must decide which among the desirable in- 
vestments are to be granted priority, what is to be produced or built 
first, and who is to get machines, raw materials and labor where 
there is not enough of everything to go around. Expansion no longer 
propagates itself automatically. Where there are no idle plants to 
put into operation or labor to operate them, building and re-building 
must be subject to organized direction and control. 


On the other hand, the problem of outlets and markets dis- 
appears. When the whole of production is geared to yield the maxi- 
mum supply of means of destruction for a virtually unlimited mar- 
ket, and all other industries must supply machinery, equipment and 
materials to this single sphere whose potential demand is boundless, 
total production must lag behind the producers’ and the consumers’ 
demand for both producers and consumers goods. Scarcity becomes 
law. Maintaining production, which in itself depends upon expan- 
sion, becomes a question of organizing the distribution of means of 
production. Coordinative regimentation must ensue. Stopping the 
expansion would mean curtailing the demand of the armament 
sphere. But the sphere of armament or war economy extends to 
most large-scale industries. Curtailment here would result in a 
general economic breakdown. No economic sphere could stand the 
effects of a check on expansion and none would oppose regimenta- 
tion where the only alternative is economic collapse. It is, then, not 
principle that decides who will be commissioned to put into practice 
the brakes and checks of economic control. Where “business,” for 
all that it suffers from bureaucratic interference, must willy-nilly 
accept centralized control or face decay, it is not surprising that the 
exercise of controls should be entrusted to business itself or to its 
satellites. 


Only part of the coordinating and regulating activities are car- 
ried on by government agencies." Up to the outbreak of the war 
there existed only a central machinery of economic administration 
without any regional network to rely upon. The new Economic Dis- 
trict Boards do their work mainly through the organization of busi- 


. “If the enactment or the execution of measures requires continuous action with regard 
to the enterprises affected and if such action cannot be expected to succeed unless a 
close contact with the enterprises has been established, the government shall entrust the 
enactment or the execution to the Organization of Industrial Economy”—says Dr. Barth, 
Ministerial Councillor with the Reich Ministry of Economic Affairs, in: Wesen und 
Aufgaben der Organisation der gewerblichen Wirtschaft (Hamburg 1939, p:. 21), san 


official commentary prefaced by Rudolf Schmeer, Chief of Department III, Reich Ministry 
of Economic Affairs. 
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ness itself.” The central machinery, however, has important func- 
tions to perform as it deals with priorities, distribution of raw ma- 
terials, and in particular instances, direct control of the volume of 
production. Who then, one must ask, are the men in charge of the 
economic administration? 

The top officials entrusted with the control of economic life come 
from the ranks of both business and bureaucracy. There are capital- 
ists and industrial managers among them as well as career-officials, 
mainly from the ranks of the fiscal departments, the Reichsbank, the 
customs and the mining administration, and finally managers of 
state-owned industrial and utility concerns. There is not much dif- 
ference between the latter and the managers of private business 
firms.” As to the career officials in the ministerial and supervisory 
bodies concerned with economic life, most of them are law graduates 
(or economists and engineers) who have followed the normal civil 
service career, are ex officio pledged to serve an abstract “common 
weal,” and dwell in categories of order, correct accounting and 
auditing, and civil law. In dealing with economic life they may not 
be interested in the well-being of an individual businessman or in 
the success of his undertakings. But, as a rule, they are used to 
respecting established rights, property titles and privileges. They 
are rather reluctant to making discretionary decisions affecting other 
people’s property claims; where such decisions must be the outcome 
of regimentation, they favor the transfer of the discretionary power 
to the organization of business itself. Either certain spheres of con- 
trol and regimentation are legally assigned to the jurisdiction of the 
“self-administration”; or government agencies, permanently or for 
a time, confer upon mandatories of business the execution of meas- 
ures they are in charge of. 

This is one of the reasons why the actual operation of government 
controls lies to a very large extent with the Organization of Industrial 
Economy, the Reich Groups and their subdivisions, and the regional 
infra-structure of the “self-administration,” the Economic Chambers 
and the Chambers of Industry and Commerce. 


See p. 245 above (note 4) and p. 246 (notes 3 and 4). 

They are university people: engineers, chemists, scientists, lawyers, economists. 
Most of them belong to the enterpreneurial middle-class, some of them are even sons 
of big capitalists, several come from families with an old bureaucratic tradition. The 
ties which connect them with the groups they came from have never been severed. 
In the upper strata of management changing over from government-owned to privately- 
owned enterprises and the reverse has always been usual in Germany, and is being 
continued under Nazi rule. It also often occurs that high-ranking civil servants enter 
the ranks of management (in private and public enterprises) after having climbed as 
high as the top of the bureaucratic hierarchy; it occurs as well that eminent industrialists 
are offered, and accept, positions in government-owned concerns, and advance therefrom 
to bureaucratic careers. 
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The self-administration, endowed with public authority, covers 
all of the enterprises in any given district or trade. There is no 
democratic set-up, no election of officers. But the organization can- 
not function unless it is in close, permanent and working contact 
with the enterprises it is supposed to represent. On the other hand, 
the organizations really representing the “rank and file” of business 
are the cartels, still private organizations devoted to specific busi- 
ness tasks, above all to eliminating competition and organizing the 
market. Legally, cartels are subject to supervision by the “self- 
administration” and do not even enter in its organizational set-up.’ 
In practice they are the basic units of the self-administration, its very 
wheelwork, and all that is done within the scope of the Organization 
of Industrial Economy, either in the latter’s own competence or in 
very wheelwork of the cartels.” As contrasted to all of the other 
the public functions it performs by deputation, is done through this 
organizations integrated into the state structure of totalitarian Ger- 
many, the cartels are the only ones to be allowed a democratic set-up, 
to make decisions through votes and to elect their executive bodies. 


This is essential for the functioning of the self-administration 
whose official structure is framed differently and whose officers are 
appointed by the government. However, even this method of select- 
ing the officers of the self-administration does not alter the paramount 
fact that there is not one single president of a Chamber of Industry 
and not one single leader of a Reich Group or its subdivisions who 
has not been chosen out of the ranks of the leading industrialists. 
The chiefs of the organizations which interfere with the daily activi- 
ties of the individual concerns are themselves heads of industrial or 
commercial enterprises, banks and insurance companies—as a rule, 
of the biggest, the most influential, the most highly capitalized 
concerns. 


This applies to the leadership of the self-administration. But 
who then makes up the operative personnel that does the work, co- 


‘See Eberhard Barth, official commentary quoted supra. There is the fact, for instance, 
that the government agencies keep warning the “self-administration” not to tolerate 
personnel identity with the staff of the cartels. Thus far the warning has been of no avail. 


It is impossible to give here a catalogue of the various tasks and functions assigned 
to the cartels by government agencies or by the economic self-administration. A great 
many particulars as well as single data can be found in the publications which try to 
comply with the thankless task of gathering and codifying myriads of laws, decrees, 
rulings, instructions and injunctions dealing with the regimentation of economic life. I 
refer to Posse—Landfried—Syrup—Backe—Alpers, Die Reichsverteidigungsgesetzgebung, 
thus far 4 volumes; Dr. Carl Moelders, Das gesamte Recht des Vierjahresplans, 2 volumes; 
Die Anordnungen zur Durchführung des Vierjahresplans, 3 volumes. Besides, ample 
evidence is furnished by Kartell-Rundschau and other periodicals. An accurate analysis 
of a particular sphere is given by Leonhard Miksch, “Bewirtschaftungskartelle” in: 
Die Wirtschaftskurve, 1940, No. I, pp. 24f. 
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ordinates and guides economic activity, technically and practically 
interferes with the “economic man?” This economic bureaucracy 
proper (from which the personnel of the cartels cannot possibly be 
segregated) is the focal point of all regimentation of business. Here 
is a body of officials and executives which is welded into an in- 
dissoluble unity from top to bottom, intimately connected likewise 
with the officialdom of the government agencies in charge of eco- 
nomic affairs,’ the live texture of the organizational machinery of 
economic controls, that which makes a whole out of a legion of 
separate agencies, boards, offices. 


This bureaucracy of the economic organizations, though less 
often spoken of than the officialdom of the government agencies, is 
much more important and much more concerned with the daily func- 
tioning of the economic mechanism. It is, besides, not a product of 
the totalitarian regime. Originating in the specific conditions that 
had determined the development of capitalism in Germany, it is the 
skeleton of institutions which were set up by business to take care 
of interests outgrowing the sphere of the individual enterprise. With 
the spread of big industry, with the progress of technology, with the 
growing importance of political decisions and social antagonisms, 
organizations had been built to represent producers, manufacturers, 
traders where they had interests in common as regional, professional, 
social groups. Rapid concentration promoted equally rapid amal- 
gamation of such associations into more and more influential and 
powerful groups.” 


The work of this supra-enterpreneurial and inter-enterpreneurial 
machinery had to be done by full-time officials, executives, organiz- 
ers, lawyers, economists, statisticians, consulting engineers. They 
were, of course, but an instrument of the totality of individual enter- 
prises, yet a common instrument, an authority outside and above 
the individual enterprise. In many an instance the individual capi- 
talist had long ago transferred his sovereign authority to the organi- 
zation of his industry, his district, his social group. The scope of the 
functions that had to be performed in common, of inter- and supra- 
enterpreneurial tasks that had to be fulfilled, widened enormously 
as the technological revolution (and rearmament) went into effect, 


1Government agencies not only delegate functions and jurisdiction to executive bodies 
of the self-administration or of cartels but also quite often appoint officials of both 
to act as officers (commissioners, superintendents, etc.) on their own staff. It must be 
noted that being appointed to such a public office hardly ever implies resigning from 
the offices held in business or business organizations. The contrary is common usage and, 
as a rule, the condition of the appointment. 

See the brilliant study by Robert A. Brady, quoted supra. 
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emphatically tightening the interdependency of all economic activi- 
ties.” 


The bureaucratization of the economy consists not only of the 
increase in bureaucratic functions (supervision, accounting, statis- 
tics, office work, research, etc.) within the enterprise. It also con- 
sists of the projection of organizational functions beyond the limits 
of the enterprise, and creates a new bureaucracy which necessarily 
must infringe from without upon enterpreneurial privileges.” This 
supra-enterpreneurial bureaucracy, albeit that it is linked with man- 
agerial bureaucracy inside the enterprise, is not identical with the 
latter. Its working field is not the individual enterprise. The organi- 
zational bureaucrat experiences no scruples in sacrificing one or 
several concerns to the requirements of industry as a whole. Yet, 
though his virtual boss is the collectivity of concerns his organization 
represents, his actual boss is but a small group of industrial magnates 
who run the organization. Manufacturers’ associations have always 
been governed by the biggest interests within them.” This is obvious 
with regard to cartels where votes are determined by the “quota”; 
it is also true of the larger supra-enterpreneurial organizations in 
whose set-up the economic influence, the social position and the 
financial power of the big industrialists are necessarily given prece- 
dence. It is all the more so within the organizational framework of 
the actual German self-administration of business.* 


The economic bureaucrat, who was to serve the interests of the 
totality of business enterprises, becomes an agent of big business 
interests as concentration of capital progresses. The “common weal” 
he is pledged to observe boils down to the well-being of one par- 
ticular group. He will easily sacrifice the particular interests of 
small and medium business to favor the big, and he will be capable 


*“Compliance by the entire industry with the dicta of the coopted ‘self-governing’ 
cliques involves a rationalization of cartel-like patterns of control for all industries” 
(Brady, loc. cit., p. 390). 


*In Germany this development has been going on for decades at a particularly rapid 
pace, undoubtedly resulting from the rapid progress of industrial concentration as well 
as the bureaucratic set-up of society inherited from the cameralist and autarchic begin- 
nings of capitalism in the Prussian military citadel. Economic bureaucracy of this kind 
is thus far but embryonic in the remaining democratic countries. 


“, ... Here leadership is taken by a cooptative ‘élite’ dominated by the huge cor- 
porate combines and communities of interest” (Brady, ibid.). 


“Plenty of evidence can be adduced to prove that the bosses of the self-administration 
are the leading industrial magnates. This I must refrain from doing here. To quote 
some examples: leader of the Reich Group Industry is Herr Zangen, president of the 
Mannesmann combine; his predecessor was Herr Dierig, major stockholder and president 
of one of the biggest German textile combines; leader of the Reich Group Banks is Herr 
Fischer, formerly president of Reichs-Kredit-Gesellschaft, the finance institute of the 


government-owned enterprises, now banker in his own right in Berlin and partner of the 
Merck, Fink & Co. bank of Munich. 
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as well of infringing upon the privileges of one or another big com- 
bine if still bigger interests are at stake. Whereas the “interest of 
the state,” for which the government official stands, is rather an 
abstract one and allows of different interpretations, the economic 
bureaucrat’s “interest of the community” is much more concrete and 
actually does allow of one interpretation only. It takes shape as the 
“interest of business,” more specifically as interest in the expansion 
of the trusts and combines that control business at its very source. 
The particular interest of the economic bureaucrat is identical with 
the general interest of big capitalism, often even with the particular 
interest of capital as a whole as against the individual capitalist.’ 


Anonymous Capital and Industrial Expansion 


The economic bureaucrats introduce a certain amount of bureau- 
cratization and planning into the entire economic set-up. Particular 
interests of individual concerns may be disregarded, but the idea 
that profits must be made is a matter of course. These are funda- 
mentals for the economic bureaucrats. These fundamentals antici- 
pate the interests, desires and ideas of those who are in charge of 
the capitalist monopolies.” The characteristics of these monopolists 
must be discussed now. 


Concentration of capital certainly implies changes in the set-up 
of industrial management, and is but the reverse of the bureau- 
cratization which penetrates the entirety of the economic process. 
Such changes are by no means a specific feature of totalitarianism, 
and are not confined to Germany alone. Separation of ownership 
and actual control is already the case when an enterprise is run by 
salaried executives instead of the relatives of the old-style entre- 
preneur who had founded the concern. Concentration of wealth in- 
evitably results in steady growth of the group of business executives 
whereas the percentage of capital owners among them shows a 
relative decrease. 


The supra-enterpreneurial function of the economic bureaucrats is adequately at- 
tended to by the composition of this group. The specialist in law, economics, statistics, 
or scientific management who enters the bureaucratic career within the industrial 
organization is eager to organize, to supervise, to superintend, not to do business. His 
background, as a rule, is the intellectual middle-class, and in most instances he has 
never been in business himself. He has had university training instead, and his 
intellectual heritage is an ideology wherein the notions of “State” and “Nation” stand 
for economic development, and the notion of “Economic Development” stands for un- 
limited (and traditionally imperialistic) expansion. 

There is, of course, no absolute identity between the interests of the economic 
bureaucrats proper and the grands-seigneurs of business. The economic bureaucrats 
could, if such emergency occurred, serve other masters. As far as their social position 
is not threatened by the political machine, they are not necessarily bound to oppose it. 


260 A. R. L. Gurland 


But centralization of enterprise and increase in the size of the 
plants and in the minimum amount needed for investment purposes 
subsequently produce a further development. Stocks of big concerns 
are scattered among numerous shareholders, large quantities of 
shares are deposited with banks (that in Germany may exercise 
voting power on behalf of the depositors), voting power is exercised 
by proxy, the majority of the capital stock is not required to secure 
control. This was the situation in pre-Hitler Germany; it did not 
change under totalitarian rule.’ 

Separation of stock ownership and stock control becomes all the 
more obvious where the control of a giant industrial edifice, as 
secured by a chain of interlocks, is being exercised by an anonymous 
group of managers of a bank, or of a holding company, or of some 
other combine, instead of an individual peer of industry. It does 
not matter whether the springboard for the industrial or financial 
executive is furnished by the ownership of capital, or profitable 
social and family connections (e.g., the opportunity to marry into 
an influential concern), or a high rank in the political hierarchy. 
Nor does it matter how much capital he has a legal title to. What 
does matter is how much of other people’s capital he is in a position 
to control. This is not separation of capitalist ownership and salaried 
management, but separation of the entirety of the capitalist’s function 
from the legal title to property. Outweighing legal claims, owner- 


ship becomes a function of control. Capital definitely becomes 


anonymous.’ The factual capital relation continues even when the 


*Whereas the new German corporation law aims to disclose the real owners of 
corporate capital, the actual development shows an opposite trend: “In reality there is 
a definite tendency towards an extraordinary increase in that part of the stock which is 
represented without disclosure of the owner’s name, i.e., of the stock deposited with 
banks. In a recent stockholders’ meeting the presence of 86 per cent of the capital 
stock was called a ‘record’ by the chairman of the corporation. The real ‘record’ was, 
however, in the additional statement that only 1.5 per cent of the capital stock was 
entered in the name of stockholders . . . The actual intention of the legislator to 
disclose the real ownership is being circumvented; the leading principle which made 
the legislator oppose the anonymity of capital is being counteracted. If the development 
continues in the direction drawn by such contagious examples, then the entries of 
capital registered at stockholders’ meetings will within a few years portray an anonymity 
of capital as never had been heard of before.” (Deutsche Bergwerks-Zeitung, July 28, 
1939, under the heading “The Invisible Stockholder.”) 


3“ Anonymization” is the natural consequence of “internal financing” which, as pointed 
out above, originates in the failure of management to distribute accumulated profits: 
“The policy of retaining profits in the shop, as it has been practised on a large scale up 
to now, must gradually lead, if it should become common, to a change in the structure 
of our enterpreneurial economy. As profits cast off their character of being private 
profits, the capital of the corporations ceases to be private capital. Although the cor- 
poration stocks are legally owned by the shareholders, they are becoming more and 
more a kind of trustee property at the disposal of the management, according to the 
decrease of the stockholders’ share in the aggregate profits. In this sense the much 
decried transformation of the shareholder into a mere rentier is given another impetus, 


(footnote continued on next page) 
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links tying up economic control with property inherited or legally 
acquired, are loosened. 


Those who control the means of production are the actual capi- 
talists whatever they may be called.’ In speeding up the process of 
concentration the totalitarian regime has contributed to reducing the 
number of those in control and to degrading numerous members of 
the old capitalist class from active executives of capitalism to mere 
consumers of a more or less fixed income.’ Control of the means 
of production thus becomes equivalent to the power to cut the income 
of those legal owners who have no say in the management. 


Profit earned, instead of being distributed to the shareholders, is 
to an ever increasing degree used to expand investment. Augmenta- 
tion of capital is going on, but no adequate increase in the titles to 
dividend or interest acknowledges this trend. Big Business realizes 
higher rates of accumulation and finds more and more opportunity 
to invest surplus as capital grows anonymous and government fur- 
thers the authority of the monopolists. This again leads to more 
concentration.* The “common weal,” as represented by the political 
machinery, demands the permanent widening of the productive 
capacity, whereas the interest of the monopolists dictates the spolia- 


whereas management has to face an increasing responsibility towards the economic 
interests of the community, and thus is drawing closer to the sphere of the public 
functionary.” (Bank-Archiv, July 15, 1940, p. 270.) 

If James Burnham (The Managerial Revolution, p. 92) is right in assuming that 
“where there is no control, there is no ownership,” he ought to conclude that his 
“managers” are the actual capitalists of today. This he refrains from doing although he 
agrees that “those who control are the owners” (p. 94). No matter whether some 
capitalists have retired from business and become rentiers deprived even of “preferential 
treatment in distribution,” or whether others still take an active part in operating the 
concerns which they are stockholders of,—in fact only those of them who actually control 
are performing the functions of “capitalists.” 

?Adaptation of the corporate stock value to the capital accumulated “internally,” which 
was to be effectuated through higher capitalization, was announced by Reich Minister 
Funk (quoted supra) as a measure to protect the small shareholders. It now develops 
that this measure is not to be compulsory but will be left to the discretion of the cor- 
porations themselves, i.e., of the management. (See Bank-Archiv, April 1, 1941; Der 
deutsche Volkswirt, April 4, 1941; Frankfurter Zeitung, June 22 and 23, 1941.) 

*As to persons who have a say in the management, there is no difference between 
“capitalists” like Krupp von Bohlen und Halbach, president of Krupp’s, who, by the way, 
is a former diplomat and only an in-law to the founder of the concern, and mere 
“managers” like Zangen, president of the Mannesmann combine. 


‘Lack of space prevents me from giving even a summary of the process of con- 
centration and combination in German industry. I intend to prepare a survey of these 
developments later on. As yet, the best (though still not complete) survey of concentra- 
tion trends is to be found in Dr. Giinter Keiser, “Der jiingste Konzentrationsprozess” and 
“Die Konzernbewegung 1936 bis 1939” in: Die Wirtschaftskurve, 1939, No. II, pp. 136- 
156 and 214-234. 
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tion of the shareholders? and requires that as little profit as possible 
be withheld from expansionist investment. Here again the interests 
of the party machine and the capitalist monopolies coincide and 
multiply each other. Their congruence guarantees the smooth func- 
tioning of the capitalist machine within the scope of continuous 
expansion. 


It has been asserted that the “managerial” masters of anonymous 
capital cannot be considered capitalists since they do not hold any 
title to dividends and their social position therefore does not hinge 
upon profits. This argument cannot be upheld. The managers’ in- 
come is drawn from profits and depends on total profit, whether 
dividends are distributed or not. Moreover, all monopolists’ eco- 
nomic power is a function of the competitive position of the industrial 
units they control. In turn, this competitive position is determined 
by the opportunities the respective enterprises can secure to expand, 
to operate technological changes, to make new investments, and to 
acquire additional quotas and contingents according to the larger 
scale of productive potentialities they have been able to pile up. 
Increase in accumulation which becomes the primordial goal of the 
masters of anonymous capital is conditional upon the size of profits 
they can make. 


The motives that underlie the economic activities of those in 
control of anonymous capital do not differ, then, from the motives 
of the capital-owners who had been their own managers. The only 
difference is that profit-hoarding (which, however, never was de- 
cisive) is being definitely supplanted by profit accumulation, by 
expansion. The economic expansion motive clearly coincides with 
the motive underlying the economic policies of the party machine 
that runs the state, and their concordance accounts for the immensity 
of the productive and destructive apparatus hammering the world. 


In addressing the stockholders of Kronprinz Aktiengesellschaft fiir Metallindustrie 
in Ohligs, a subsidiary of the Mannesmann combine, Herr Zangen seconded the sub- 
sidiary’s complete merger with the parent company, a merger which was opposed by 
Kronprinz minority stockholders, and said: “The Kronprinz concern that was founded 
back in 1897 is one of those enterprises built up by the initiative and efficiency of 
single individuals. In the meantime the ideas on business professed by these men who 
personified their enterprises have been supplanted by ideas bent on national economy, 
ideas originating both in intrinsic ideological shifts and in the factual development. 
It is a feature of this development that now enterprises such as those I just described 
press closely together. . . . Today you have to produce where production seems the most 
profitable from the viewpoint of both national and private economy, that is to say, where 
you have to use minimum manpower and materials to obtain maximum volume and 
quality of production. . . . Now then it is inevitable that you give one enterprise what 
you take from another, and conversely, and there is no way of adjusting a balance 
equitable for all. . . . The idea of balancing and compensating must not be allowed to 
hamper technological and economic development, even if the measures to be taken imply 


> ta which might hurt particular interests.” (Deutsche Bergwerks-Zeitung, July 
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Yet, in this very configuration arises the conflict of the two social 
groups that have built the gigantic machine. Whereas the monopo- 
lists in controlling the means of production hold the key to economic 
life, the political masters are reduced to the role of mere organizers 
and superintendents of the social set-up. Of course, handling the 
coercive machinery of society gives them the power to infringe upon 
the privileges of the capitalist magnates, to attempt inroads into the 
latters’ domain. They could even try to snatch the key positions the 
monopolists hold, to appoint themselves masters of anonymous capi- 
tal, were it not for the danger of causing social disruptions that they 
might not be able to stop. The automatism of economic expansion 
set to work by the technological revolution and in turn propelling 
the industrial transformation protects the condominium, maintains 
the pluralism in the social and political set-up, and preserves the 
inconstancy of the balance of power. 
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Changes in the Structure of Political Compromise 
By Otto Kirchheimer 


Modern political theory has established a close relationship 
between political compromise and government in a developed indus- 
trial society." In this context, compromise means that the foremost 
political decisions are reached by agreement among individuals as 
well as among social groups. The following remarks will not evalu- 
ate this definition but will try to analyze the conditions and nature of 
compromises as far as they influenced the European political system 
under liberalism, mass democracy and Fascism. To the latter stages 
correspond three different types of agreement which have character- 
ized European constitutional history: to liberalism corresponded the 
complex of working agreements among parliamentary representatives 
and between them and the government; to mass democracy, the 
agreements between voluntary associations; and to Fascism, the 
pacts by which the heads of the compulsory estates distribute power 
and booty. 


I. Compromise Under the Representative System and 
Under Mass Democracy 


In his reflections on the French revolution, Burke, with character- 
istic vehemence and pointedness, depicts the shift in the location of 
power to the plutocratic oligarchies, a development which, accord- 
ing to him, had been initiated by the revolutionary policy of con- 
fiscation. The “volatilization of property,” of which this representa- 
tive of the English landed aristocracy accuses the revolutionary 
legislators, is responsible for the creation of a commonwealth 
founded on “gaming,” in comparison with which, in Burke’s opinion, 
the “known scandals of history amount to comparatively little.’ 


The all-embracing medium of money profoundly conditioned 
the political institutions of the era. Today we are accustomed to 
regard money more in its role as one technical means of domination 
among many. But this purely technical role of money is a phe- 


*See, for example, H. Kelsen, Vom Wesen und Wert der Demokratie, 2nd ed. Berlin 
1929, and more recently E. P. Herring, The Politics of Democracy, New York 1940. 
*E. Burke, Collected Works, 5th ed., Boston 1877, 3, pp. 485 ff. 
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nomenon which did not appear until the monopolistic period. In 
any case the nineteenth century saw the incontestable application of 
the sociological thesis that the personal security derived from the 


possession of money was the most concrete form and expression of 
confidence in the public order." 


Possession of money was just as important for the political 
weight of an individual within the nation as the degree of credit- 
worthiness is for the nation’s position in the international concert. 
Legal equality of citizens and equality of states before international 
law were the juristic premise for the working of the free exchange 
process.” 


An integral part of the representative system was the conception 
of an agent who was no longer bound by the estates but who at the 
same time had not yet become a spokesman tied to definite group in- 
terests. The French constitution of 1791, Sect. III, Art. 7, by denying 
the admissibility of binding instructions given by the electorate 
to the representatives, marks the final transition from the mandat 
imperatif of the estates to the representative system of the nineteenth 
century.” Theories of public law have taken the opportunity to 
stress the element of freedom contained in the condemnation of the 
mandat impératif, this condemnation being the very basis of the 
representative system.* 


In its relatively pure form, the representative system did not 
prevail in Europe for a particularly long period. Even at the 
beginning it was alloyed by elements of absolutism and by elements 
of the still older estate system. Its period of fruition occurred in 
the second and third quarter of the nineteenth century when it com- 
bined with the doctrine of public opinion. Its territorial extension was 
confined to those states “where there is no honest poverty, where 
education is diffused and political intelligence common,” that is to 
say, to the sphere of developing capitalist economy. With the decline 


!Georg Simmel, Philosophie des Geldes, Sth ed., Munich 1930, p. 165. 

*Bagehot, Collected Works, ed. Barrington, vol. VI, p. 14. “Lombard Street, 1873”: 
“It is sometimes said that any foreign country can borrow in Lombard Street at a price, 
some countries can borrow much cheaper than others; but all, it is said, can have some 
money if they choose to pay enough for it. Perhaps this is an exaggeration but confined 
as, of course, it was meant to be to the civilized nations, it is not much of an exaggera- 
tion.” As regards the conceptions of civilized and commercial, which are used synony- 
mously, see Kunz, “Zum Begriff der Nation Civilisée” in: Zeitschrift fiir Offentliches 
Recht, vol. 7, 1928, p. 86. 

*See the excellent exposition of this point in K. Loewenstein, Volk und Parlament 
nach der Staatstheorie der französischen Nationalversammlung, Munich 1922, pp. 191 ff., 
especially p. 200. 

‘For the best account of this see G. Leibholz, Das Wesen der Repräsentation, Berlin 
1929. 

SBagehot, op. cit., I, 345. 
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of the central position of money as a universal measuring rod and 
with the effacement of the correlative independence of representa- 
tion by the monopolizing society, the remnants of the representative 
system were becoming rapidly submerged. This process character- 
ized the period of mass democracy. 

The political system of mass democracy had, as one of its decis- 
ive characteristics, the antagonism between public control of gov- 
ernment and private control of central banks. The latter had most 
important public functions. When the central bank legislation of 
the nineteenth century took shape, there was no doubt as to the 
political significance of the administration of this type of joint- 
stock company, “on whose wisdom it depends whether a country 
shall be solvent or insolvent.” * 

Robert Peel, when he introduced the Bank Charter Act of 1844, 
described the sphere of influence which the domination of the credit 
apparatus brings with it, and his words show a tendency to reifica- 
tion typical of the period: “There is no contract, public or private, 
no engagement internal or individual which is unaffected by it [the 
bill]. The enterprises of commerce, the profits of trade, the arrange- 
ment made in all the domestic arrangements of society, the wages 
of labor, pecuniary transactions of the highest amount and of the 
lowest, the payment of the national debt, the provision for the 
national expenditure, the command which the coin of the smallest 
denomination has over the necessities of life are all affected by 
the decision to which we may come.’” This administration of the 
central bank, by far the most important office in Great Britain of 
those “outside the gift of the Crown,”” is carried on by officials 
elected from among the ranks of the banking community. If Brook 
Adams appears to have been too pointed in his opinion that the 
Bank Act of 1844, by yielding the control of the currency to 
bankers, marked a definite transfer of sovereignty to Lombard 
Street,“ it is only because in the nineteenth century there was no 
serious conflict between Whitehall and Lombard Street. Since 
throughout the nineteenth century the restricted parliamentary fran- 
chise did not permit of any disharmony between the interests of 
the financial community and those of parliamentary government, 
the relation between the central bank and the government was 
equally unproblematic, whether the central bank had statutory 
independence or whether it was to some extent subject to govern- 


*Bagehot, op. cit., VI, 32. 

"Hansard, vol. 74, p. 720. 

*The Economist, March 29, 1941, p. 399. 

“Brooks, Adams, The Law of Civilisation and Decay, New York 1895, p. 283. 
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mental regulation. This state of affairs was only rarely inter- 
rupted; symptomatically, interruption occurred in 1870 when the 
defeatist interests of the upper middle class, anxious for the rapid 
termination of the Franco-Prussian war, found themselves faced 
by the credit requirements of a government presided over by 
Gambetta and having a policy of resistance à l’outrance. But even 
in this period the respect for the reputation of the Banque de France, 
which was supposed to represent public credit, was very high, as 
may be seen from the humble restraint of the Paris Commune’s 
delegate to the bank.’ Even the change in the governorship, effected 
by Gambetta when he returned to power in 1882, had no real signifi- 
cance.” 

In the post-war period of mass democracy, it becomes generally 
recognized that the complete independence of the central bank as a 
transmission belt for the financial community can be profitably 
used to hold the government and parliament in check. One of 
the earliest resolutions of the Council of the League of Nations 
insists on the independence of central banks from governmental 
interference.» The more the respective countries were dependent 
on outside loans, the more stringent were the requirements for 
the non-interference of governments in the central banks, which 
in their turn were subjected to a system of mixed control exercised 
by private national and international financial interests. Thus the 
degree of independence of a small country was basically conditional 
upon whether it had to deal with a unified creditor pool—as Austria 
had to do with its creditors, pooled under the auspices of the 
League of Nations—or whether political competition between pro- 
spective creditor nations left the governments with a greater amount 
of liberty of movement in their foreign policy—as in the case of 
the Balkan nations. The desires and demands of the home bank- 
ing community were reinforced by the backing of international 
banking organizations which, in the persons of financial commis- 
sioners and representatives, resided in the respective capitals them- 
selves, and this was one of the decisive factors favoring or obstruct- 
ing changes in the political balance in those countries.* In Germany 
the Bank Law of 1924 took most of the powers which the govern- 
ment formerly had exercised and transferred them to the Board of 


4Charles Beslay, Mes Souvenirs, Paris 1873, Chapter “Ma délégation à la Banque.” 
2A. Dauphin-Meunier, La Banque de France, Paris 1936, pp. 220-27. 
The resolution is quoted in Kisch-Elkan, Central Banks, London 1932, p. 17. 


“Cf. the lucid exposition of the tie-up between international loans and retrogressive 
tendencies of governmental policies in post-war Austria and Hungary, in P. Szende, 
“Der Staatshaushalt und das Finanzsystem Oesterreichs und Ungarns” in: Handbuch fiir 
Finanzwissenschaft, Tiibingen 1929, vol. 3, pp. 206-09, 220. 
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Directors of the Reichsbank—and to a much lesser degree to the 
internationalized “Generalrat” and the stockholders.’ In this new 
fortified position the presidency of the Reichsbank very soon became 
the cohesive organism about which gathered the big financial and 
industrial interests. It acted as a channel of communication for 
them and as their accredited representative in their dealings with 
the government. In this function, for instance, Reichsbank president 
Schacht was instrumental in barring the cities from further access 
to the foreign loan market in order to prevent the extension of their 
successful competition with the privately-owned public utilities.” 

This intervention was also felt in the case of the so-called “Hil- 
ferding Loans,” and it was of primary importance in the German 
crisis of 1929 which led to the downfall of the last parliamentary 
government. When MacDonald replaced the second Labor Cabinet 
with his National Government, it was likewise the administration of 
the Bank of England that was instrumental in provoking this change 
by asking for budget cuts known to be unacceptable to most of the 
labor leaders.” The strategic position of the Bank was enhanced 
by the very fact that had its demands been refused, the necessary 
loans would not have been forthcoming. 


In many aspects, post-war France represents a special case. In 
Germany or England the strategic position of the central banks was 
only made use of as a last resort. In contrast to this restraint, the 
Banque de France and the parliamentary government represent the 
two opposite poles around which the whole social and political life 
of the nation revolved in the twenties. Several factors worked 
together to create this situation. The extraordinarily large public 
debt, which was carried over from the war and which was not wiped 
out by such a thorough inflation as in Germany, was an adverse 
condition to start with. It was aggravated by the inability to obtain 
sufficient tax revenue from the defective system of income taxes, 
which, in itself a symbol of middle class selfishness, was effectively 
supplemented by what was probably the lowest level of tax morality 
known in modern history. These conditions reduced the govern- 


*See H. Neisser, Die alte und die neue Reichsbank, in: Strukturwandlungen der 
deutschen Volkswirtschaft, vol. 2, Berlin 1929, p. 293, and Deutschland unter dem 
Dawesplan, Bericht des Generalagenten (December 22, 1928), Berlin 1929, p. 116. 


*See, e.g., Otto Braun, Von Weimar zu Hitler, 2nd ed. New York 1940, p. 217, whose 
testimony is valuable on account of his position at the time as head of the Prussian 
Government. 


*See, e.g., Philipp Snowden, An Autobiography, London 1934, vol. II, pp. 945-47, who 
quite naturally, given his role at the time, tries to play down the influence of the Bank 
er en of the Hier eh nn. without, however, being able to deny that 
they asked for cuts in the social services. See also L. Mc Weir, The Traged: 
MacDonald, London 1938, pp. 349-57. nz 
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ment to a state of perpetual dependency upon the bankers, whether 
for bridging a temporary shortage of cash for some weeks or months, 
or in order to place new loans. Under these conditions the help of 
the Banque de France was indispensable either for rediscounting 
the treasury bonds taken over by private banking institutions, for 
conducting a generous nation-wide campaign in favor of new loans 
through its system of branches, or for procuring a foreign loan. 
The strategic advantage which the chronic difficulties of the govern- 
ment gave to the private regents of the bank, whose attitude was 
shared by the government-appointed governor, was invariably used 
whenever an undesirable government had to be outmaneuvered. 


The story repeats itself over and over again in 1924, 1928, 
1932, and 1936. The electorate shows tendencies to the left and 
puts into power some government combination shaped according 
to this image. But scarcely has the government begun to develop 
a timid program of social reform when the crise de confiance, with 
all the well-known features of the fall in the value of government 
bonds and the export of gold and foreign exchange, gets into full 
swing. The government finds it difficult to obtain even short-term 
credits, and with the depreciation of its long-term credit, the deus 
ex machina, the new long-term loan or, what is the desire of each 
successive minister of finance, the conversion of interest rates, is 
out of the question. With a little help from the governor and regents 
of the bank, who chastise the wrong set and are prepared to oblige 
the right set of politicians, the untrustworthy government disappears, 
la rente goes up, and all reforms are forgotten.’ In the twenties 
this system worked fairly smoothly—apart from the fact that in 
1928 the Banque de France forced on its own hero, Poincaré,” a 
much too low stabilization level for the franc, and that this later 
proved a distinct disadvantage. In the thirties, however, this 
process of “correcting” the popular will ran into difficulties. The 
Banque de France then tried to force its deflationary policy à 


"The best insight into this process is given by the memoirs of Governor Moreau: “Le 
relèvement financier et monétaire de la France” in: Revue des deux Mondes, March 1, 
March 15, April 1, and April 15, 1937. See here especially his characterization of the 
Herriot ministry, pp. 55 ff.: when he wants to get rid of a cabinet, he decides “de 
crever l’abces” (p. 58), in the opposite case he speaks of “les intrigues de certains 
parlementaires” (p. 30) against the government he wants to stay in office. 

See also the already cited Dauphin-Meunier and Bopp, “Government and the Bank 
of France” in: Public Policy, II, 1941, pp. 3 ff. : 

For a general judgment by a politician who experienced some rather rough handling 
by these institutions see Caillaux in: Sénat, session ordinaire, July 23, 1936, p. 814: 
“It was always in the atmosphere of this institution to consider the notes of the Banque 
de France as independent of government credit and to believe that the Banque de France 
was not created to come to terms with the government.” 


2Cf. Moreau, quoted supra, pp. 825-827. 
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l’outrance on successive political combinations. It succeeded only 
at the third attempt with the accession of Laval to the premiership. 
From this time on, the revision of the statute of the bank and the 
synchronization of its administration with the political leadership 
became the catchword of the formative period of the Front Popu- 
laire. But significantly enough, when the victorious Front Populaire 
abolished the overlordship of the Banque de France and tried, 
according to the popular slogan, to transform it into the Banque de la 
France, it did not have enough power to stop the flight of the franc. 
When the French republic was already drawing its last breath, the 
financial community reserved its liberum veto against the govern- 
ment decree-powers by prohibiting close scrutiny of the “éternels 
mobilisés de l’armée Condé," i.e., by refusing to put the principle of 
exchange control into effect. Paradoxically enough, the Enabling 
Act, given by Parliament to the Chautemps cabinet on June 30, 
1937,” marks precisely the point at which the private manipulators 
of the financial apparatus retained their leadership while destroy- 
ing the political fabric as a whole. This act enables the ministry 
to take all necessary measures but refuses it the most essential means 
for their execution. It orders the ministry “to assure the suppres- 
sion of attempts to undermine public credit, to fight against specula- 
tion, to further economic recovery, price control, budget balancing, 
and, without control of exchange, to defend the gold holdings of 
the Bank of France.” France is an extreme case. In no other 
country was the conflict between political democracy and private 
command over the sources of credit allowed to develop so far as to 
lead to the complete breakdown of the whole social organism. 
Successive devaluation in different countries, the control of 
foreign commerce and exchange, and the abandonment of the cher- 
ished doctrine of budget equilibrium in favor of deficit spending 
have done away with the dependence of the government upon the 
whim of private bankers. To a certain extent the so-called “investors’ 
strike” in the privately-owned section of the economy—that is to 
say, the increasing difficulties in the profitable employment of 
capital—has contributed to this turn of events by establishing 
exceedingly low interest rates for government loans, especially in 
the United States. At any rate, the political importance of this 
change is evident. The government which has developed into the 


"Vincent Auriol in: Chambre, session ordinaire, 1937, pp. 1964f. He compares the 
manipulators of capital flight, always eager to stab their government in the back, with 
the French émigré nobility who, under the leadership of Prince Louis-Joseph Condé 
tried at every turn of the French revolution to stage a comeback. 3 


*See Journal Officiel, July 1, 1937, and especially the deliberati f 
June 30, 1937, in: Sénat, session ordinaire, 1937, D. 718. ns 
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largest customer of industry, often buying more than 50 per cent of 
the national output, is today in a strategically much more advan- 
tageous position than any other competitor for power. The possi- 
bility which always hung in suspense over the heads of previous 
governments in the pre-crisis period, that the financial interests 
might exercise their veto to throw the currency system out of gear, 
now seems remote and perhaps even non-existent.’ 

But at the same time there is apparently a fairly wide-spread 
belief that the new system of government spending and the more 
or less complete abandonment of the doctrine “that natural forces 
may produce recovery” is intended to uphold the system of “pro- 
duction of wealth by private activity and enterprise.”” In other 
words, the abandonment of the supremacy of money as an automatic 
regulator of social relationships is not supposed to cause a serious 
break in the scale of social evaluations prevalent in our society. 
But to what degree the desires which accompany the changes in the 
relationship between the government and the financial and industrial 
community may be fulfilled, modified, or entirely thwarted, depends 
upon the relationship between the various social forces and the 
form they assume under the changed conditions. The relationship 
that persisted between the financial community and the govern- 
ment up to the last crisis may illuminate the degree to which 
political power was exercised in the form of indirect power. The 
symbols of politics appealed and appeared to us with the entire 
emotional apparatus which we were accustomed to find on the 
front page of newspapers. Yet, for the realities of political power, 
their evaluation and appreciation, we had to turn to the financial 
page. We were certain that the deterioration we could see there 
would rapidly spread to the front page until a change in symbols 
would reestablish a balance between both. 

In our day, the balance is definitely shifting in favor of govern- 
ment, marking a world-wide tendency that has been consummated 
in the authoritarian countries. Fascist authors have been quick to 
conclude that in these countries all indirect power has been replaced 
by direct power. If this transition from indirect to direct power has 
a more than merely technical meaning, it implies that the antag- 
onism between state and society, and with it the compromise struc- 
ture of the state, has permanently disappeared in civil affairs, and 


1See the remarks of Berle, New Directions in the New World, New York 1940, p. 121. 


*See, e.g., the interesting discussion between governor Eccles, Federal Reserve Bank, 
the representative of the school of government spending as a means of upholding the 
existing private property relationships, which he in turn regards as the surest safeguard 
of democracy, and Senator Byrd of Virginia, representative of an old-fashioned “balance- 
the-budget” school, in the New York Times, December 20 and 27, 1938. 
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that there is no longer any contradiction between the social content 
and the political form of a society. In reality, however, the contra- 
dictions continued to prevail unabated, and what changed was only 
the form and structure of the compromise. The general tendency 
of this change leads away from the liberalistic form of compromise, 
which was essentially a delimitation of spheres between the indi- 
vidual and the government, to a compromise among conflicting 
power groups. This tendency may be illustrated by the shifting 
emphasis in the ideology of compromise. 

In the liberalistic period, it was Herbert Spencer who gave an 
evolutionary superstructure to the doctrine of political compromise.” 
Political compromise was the vital condition of a society which 
marched toward ever higher forms. John Morley’s distinction 
between legitimate and illegitimate compromise furnished the spe- 
cifically liberalistic element. The legitimacy of the compromise, he 
wrote, consists in the right of the outvoted individual or minority to 
uphold and advocate publicly the principles which the majority has 
rejected. The essence of the compromise thus lies in the guarantee 
of dissent which is regarded as the guarantee of a liberal system of 
government. This characteristically individualistic argument, how- 
ever, recedes in John Stuart Mill’s famous Considerations on Rep- 
resentative Government.” Here, the compromise becomes a group 
compromise. Mill declares that the very existence of representa- 
tive government requires it to maintain a balance between capital 
and labor and their respective satellites. His idea of compromise 
betrays a desire to avoid the possibility of one social group gain- 
ing predominance over the others. In general, the justification of 
the idea of compromise varies with the social and political affilia- 
tions of its advocates. One of the last forms of the doctrine is to be 
found in the Austro-Marxian theory of the provisional equilibrium 
between the social classes.* 

What was the reality which corresponded to the changing ideol- 
ogy of compromise? In a strictly technical sense the sphere of 
compromise expanded with the transition from competitive to 
monopoly capitalism. The growth of huge social units which 
accompanied the modern industrial process had a dual impact upon 
organizational developments. While destroying the older per- 
sonalized form of association, it prepared the way for an intricate 


*H. Spencer, The Study of Sociology, 1st ed., New York 1874, p. 396. 
*J. Morley, On Compromise, 2nd ed., London 1877, p. 209. 


*London 1876. See especially Chapter VI: “Of the Infirmities and Dangers to which 
Representative Government is Liable.” 


| “Otto Bauer, Die Österreichische Revolution, Wien 1923, p. 196. Cf. Gurland’s 
critique in Marxismus und Diktatur, Leipzig 1930, pp. 95 ff. 
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framework of working agreements among the monopolies which 
emerged victorious from the liberal era. The day-to-day com- 
promise which the politically independent representative in liberal- 
istic society concluded with the government and with his colleagues 
has given way to the compromise between large social and political 
organizations in the “pluralistic” state. What seems most interest- 
ing from a constitutional point of view is the transformation of the 
liberal rights of the individual—John Morley’s guaranteed right 
of the individual to dissent as premise of the working of the com- 
promise itself—into a set of guarantees for the existence of the 
accredited social groups, the partners in compromise. This process 
of absorption of individual rights by monopolistic groups, although 
noticeable throughout the whole world, was especially apparent 
under the Weimar Constitution, where the mixture of traditional 
liberties and status quo guarantees under the misleading title of 
fundamental rights offered an excellent legal starting point for such 
developments.’ Property rights became a protective screen for the 
process of monopolization, freedom of religion was used to 
strengthen the existing religious corporations, and freedom of speech 
and association had to be supplemented by strong protecting organi- 
zations in order to obtain recognition. It was the social group, as 
far as it was recognized by other groups, that got protection, not the 
individual. A member of a group found the authorities willing to 
protect him as against his group only in extreme cases or if the 
degree of social legitimacy of the group was rather problematic. 
And if one of the traditional rights of the individual was challenged, 
it could prevail only in the form of a group guarantee.” The indi- 
vidual was thus forced into the group, and this fact, in turn, con- 
solidated the status of the group. The functioning of political com- 
promise became increasingly dependent upon the workability of 
pacts among the predominant associations of capital and labor as 
well as among the organizations within each of these categories. 


II. Comgromise Under National Socialism 


With the disappearance of the old compromise structure and its 
accompanying internal checks in Europe, a new type of government 
is emerging of which, at first glance, greater independence and 


Schmitt, Freiheitsrechte und institutionelle Garantien der Reichsverfassung, Berlin 
1931, and Huber, “Bedeutungswandel der Grundrechte” in: Archiv für öffentliches Recht, 
vol. 23, 1932, pp. 1-98. 

2N.L.R.B. vs. Chicago Apparatus Co. (C. C. A. 7, Dec. 1940) 116 F. 2 d. 753. See 
also Charles Killingsworth, “Employer Freedom and the N.L.R.B.” in: Wisconsin Law 
Review, March 1941, pp. 211-38. 
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power seem the outstanding characteristics. The new type is found 
in various more or less transitional forms. The automatic integra- 
tion of the political structure by money in the nineteenth century 
and the systematic use of the credit apparatus to this end in the 
period of mass democracy has given way to forms of domination by 
institutionalized monopolies. These changes have occurred in their 
most pointed form in Germany. 

The German economic system consists of various monopolies in 
which the competitive elements have only an “oasis” character." The 
monopolies are of three kinds: the government’s labor monopoly, the 
private monopolies in industry, and the Food Estate. The character 
of these monopolies must be defined in terms of their relationship 
to the public authorities and in terms of their inner structure. 
Whereas the monopoly for industrial and agricultural labor is a 
public monopoly under joint state and party control, allowing few 
opportunities for self-expression to individuals, the industrial monop- 
olies and those in the Food Estate are administered by private 
interests which have been given a public character.” As such they 
form the backbone of a new system of guarantees which has taken 
over the role of the checks and balances inherent in the social 
structure under the older compromise system. 

The first of these guarantees applies to the privileged groups in 
general. The abolition of institutional fluctuations produced by the 
democratic process of elections and the replacement of this process 
by a “strong government” has dispensed with the need to rely on 
the pressure potentialities of credit control. Greater security is 
calculated not only to outweigh the restrictions in the possible 
choice of investments, especially the inability to diminish risks by 
investing abroad, but also to counterbalance the diminished degree 
of personal freedom. There is an increased economic security for 
the propertied and professional classes as a whole to replace the 
smaller degree of individual liberty and arbitrariness which the 
individual finds in the totalitarian state. For various reasons the 
democratic government of the Weimar Republic distributed unsys- 
tematic favors and, although not having promised to do so, was 
forced to take over the bulk of losses in the realm of banking and 
heavy industry. The economic policies of the Fascist government, 


Ww. Neuling, “Wettbewerb, Monopol und Befehl in der heutigen Wirtschaft” in: 
Zeitschrift f. d. ges. Staatswissenschaften, vol. 99 (1939), p. 316, speaks of scanty 
“oases” of competition in the realm of the Food Estate. 


*According to the estimates of the Institut für Konjunkturforschung, W eekly Reports 
vol. 9, 1936, p. 198, at the end of 1936 all internally produced raw materials and semi- 
finished goods, and assuredly half of the industrial finished goods, were bound by 
agreements. This figure does not define the kind of agreement, whether direct 
monopolies or only regulatory procedures. 
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however, have not only reduced these risks almost to nil, but have 
enabled big industry to make investments which are required by 
conditions of modern technology, but to which, because of the risks 
involved, it was formerly unable or unwilling to commit itself. 
A further guarantee lies in the active encouragement of the process 
of monopolization and cartelization and the transformation of a 
private power position that was only tolerated by law into a monop- 
oly that remains private, yet is vested with public power. 


This monopolization takes two forms: first, cartelization is 
extended through the establishment of a complete network of market 
regulating bodies in every sphere,’ and second, the number of inde- 
pendent units in a given field is progressively reduced. Both 
processes are intimately interrelated. The cartel policy of National 
Socialism shows three stages of development. At the beginning, in 
1933, we find a policy of active help granted to private market 
organizations in two ways, first, by considerably restricting the 
jurisdiction of the Cartel Tribunal, and second, by making carteliza- 
tion compulsory and compelling outsiders to attach themselves to 
existing cartels. Even at this stage we can see a process which is 
significant for the new relationship between industry and the public 
authorities. Every increase in organizational power granted to the 
private industrial and trade associations is accompanied by an 
increase in the supervisory power of the corresponding government 
agencies. Whereas “state sovereignty” is used to “give the cartel 
power it could not obtain on a voluntary basis,”” the government 
builds up its own apparatus which acts as an organ to harmonize the 
group interests of business with the interests of other recognized 
social groups. The second stage occurs when the official organiza- 
tion of industrial self-administration, which has replaced the earlier 
Reichsverband der deutschen Industrie and its branches, emerges 
as an active agent in the process of cartelization. In theory, the 
system of industrial groups and chambers now formed is specifically 
excluded from any tasks pertaining to market regulation, although 
its jurisdiction embraces almost all other fields of industrial policy 
and organization. But in practice it is inevitable that the cartels, 
the supervision of which is one of the main tasks of this new organi- 
zation, soon begin to dominate these official organizations. In the 
years 1936 and 1937, when attacks were being launched against the 
price level produced by this thoroughgoing cartelization, and when 


1See Gurland’s article in this issue, pp. 227-34. 
2C. Russell, “Die Praxis des Zwangskartellgesetzes” in: Zeitschrift f. d. ges. Staats- 
wissenschaften, 1937, vol. 97, p. 500. 
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the office of the Price Commissioner was created, there was a kind 
of sham battle against this growing identity between the official 
groups and the private organizations which regulated the market. 
But in this battle no use was ever made of the coercive machinery 
of the government, and the Reich Ministry of Economic Affairs con- 
tented itself with issuing orders asking for reports and justifications 
of this identity of personnel and with promulgating general lines of 
direction." Even this sham battle soon subsided, and in 1939 we 
reach the third stage in which the cartels, in their role as executive 
organs of the Reich Boards, are officially recognized as “all-embrac- 
ing organs of market regulation.” As mandatories of the Reich 
Boards, which, in their turn, are independent legal personalities 
though subordinate to the Ministry of Economic Affairs, they now 
to an increasing degree regulate the distribution of both raw material 
and finished products.” Thus the process of cartelization has reached 


its logical conclusion in the final merger of private power and pub- 
lic organization.* 


The process of concentration which accompanied thorough- 
going cartelization was accelerated for many reasons. The necessity 
for maximizing the speed of all deliveries pertaining to armaments 
required the use of labor-saving devices which, in their turn, 
depended on substantial investments—a need which became more 
and more evident with the increasing scarcity of labor. The shortage 
of raw materials worked against the small firms which had few 
import and bureaucratic connections of their own, and the expropri- 
ation of the Jews led in the same direction. In commerce, and 


"An acknowledgment of the thoroughgoing identity of personnel in both organiza- 
tions is given by Neuling, quoted supra, p. 304, n. 1. For the organization in indus- 
try in general see Kuehn, “Der vorläufige Aufbau der gewerblichen Wirtschaft” in: 
Archiv d. öffentl. Rechts, 1936, vol. 27, pp. 334-363, and the official commentary by the 
official of the Ministry of Economics, E. Barth, Wesen und Aufgaben der Organisation 
der gewerblichen Wirtschaft, 1939. As regards the relationship between cartel and 
official organizations see Kley, Aufbau und Rechtscharakter der Neuorganisation der 
gewerblichen Wirtschaft und ihr Verhältnis zu den Kartellen, Kölner Dissertation, 1938. 

“Kartell im Staatsdienst” in: Deutscher Volkswirt, Jan. 12, 1940, p. 447, and 
“Entlastung der Reichsstellen” in: Deutscher Volkswirt, July 12, 1940, p. 1452. For a 
rationalization of the impossibility of separating the functions of official groups and 
cartels, see Merkel, “Wirtschaftslenkung und Kartellrecht” in: Kartell-Rundschau, 1939, 
p. 397, and H. Drost, “Der Krieg und die Organisation der gewerblichen Wirtschaft” in: 
Zeitschrift der Akademie für Deutsches Recht, 1940, pp. 25-26. 


*That the persons who function as mandatories of the Reich Boards are often 
identical with the personnel of the cartels may be seen from the regulations for paper 
and wrapping material in: Posse-Landfried-Syrup-Backe-Alpers, “Die Reichsverteidigungs- 
gesetzgebung, vol. 2, IV, Papier, pp. 83-88. 

“An isolated but vigorous protest against this development may be found in F. Boehm, 
Die Ordnung der Wirtschaft als geschichtliche Aufgabe und rechtsschöpferische 


Leistung, Stuttgart a. Berlin 1937, whose main arguments closely parallel those of the 
American antitrust movement. 
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especially in retail trade and handicraft, firms with the largest 
turnover increased their competitive advantages as they were able 
to obtain a greater supply of goods for distribution. They were also 
able better to withstand the reduction of the profit margin, necessi- 
tated by the rather rigid control of prices for consumers goods. 

The economic pressure leading to concentration is accompanied 
by direct legal pressure. This has been used most vigorously 
against the owners of small shops and workshops. Pressure by 
powerful competitors who want to increase their sales in order to 
balance other unfavorable developments in cost factors has been 
aided and abetted by the government’s desire to force marginal 
shop-owners into the factories. At first there was a process of 
indirect strangulation by governmentally approved exclusion from 
discounts, if the small shops did not reach a certain sales figure, and 
pressure was exercized in the same direction through a closer super- 
vision of smaller plants by the social honor courts. This was soon 
followed by legislation aimed at a wholesale combing-out.' The 
slow disappearance of the small businessman is speeded up; shops 
are closed if they are deemed unnecessary for the national economy, 
the debts, as far as is thought advisable, are paid by official organi- 
zations, and the former shopkeepers and businessmen are sent off 
to the factory. 

For industry as such, the direct legal measures furthering con- 
centration are of a double nature. In the first place, the process of 
compulsory standardization of types carried on from 1938 deprives 
many producers of their independent status and thrusts them down 
to the level of specialized departments of larger units by restricting 
them to the production of parts of the finished product. This 
was especially the case in the automobile industry. The war has 
given new force to this development by causing the compulsory 
closure of the technologically more backward factories. Some of 
the owners of these have been entirely removed from the field and 
have become mere rentiers, others have been temporarily degraded 
to the level of wholesalers in their respective fields, receiving a 
special “‘colleague discount” which had to be given to them by the 
more fortunate members of the industry.” Whatever the manifold 


1Somewhat neglected so far, this role of the social honor courts, the supervision of 
small and Piedad shops, is frankly acknowledged in Soziale Praxis, 1940, p. 
1459. For the approval of those restrictions see the decision of the Cartel Tribunal of 
April 26, 1939, in Kartell-Rundschau, 1939, p. 420, which, already employing the termin- 
ology of the combing-out legislation, stipulates that a business which cannot, without 
endangering its existence, withstand a decrease of RM 50 in its annual profit cannot 
enjoy legal protection. 

*See, e.g., the regulations for the soap industry given by Posse-Landfried, quoted 
supra, vol. 2, IV, Seife, Introductory Remarks. 
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individual variations in the various industries, it is clear that, in 
spite of a somewhat contradictory ideology, the mergers that have 
thus been brought about tend to become permanent and tend per- 
manently to eliminate the units which were closed provisionally.” 
The stronger the organizations, the greater the degree of liberty 
they have in administering the regulations that apply to their mem- 
bers. At the bottom, in handicraft, where the head of the organiza- 
tion lives more from his proved devotion to the National Socialist 
cause than because of the weight of his economically and financially 
weak organization, the administration’s direct interference is com- 
prehensive. The head of the organization simply acts as an executive 
organ of the state bureaucracy in combing out the weaker members.” 
In the sphere of large-scale business the transformation of positions 
of private power into public organs of economic “self-administra- 
tion,” though accompanied by the transfer of legal omnipotence to 
the supervisory ministries and special boards, has increased rather 
than decreased the power of those who dominate the organizations. 
Behind the legal screen of the leader-principle which requires that 
the group leaders be appointed by the public authorities, the abso- 
lutistic principles governing monopolized business groups continue 
unabated, especially since the complete demise of the stockholders 
as a supervisory organ. Even the legal prescriptions have to take 
this reality into account, and the group leader is required to submit 
to annual votes of confidence by his advisory boards. A negative 
vote would not legally be followed by his dismissal but, as the 
official commentator says, would only necessitate inquiries by higher 
bodies.” But, of course, the social function of this vote of confidence 
cannot be obscured by placing it in the context of the new constitu- 
tional phraseology. It expresses the state of affairs which prevails 
throughout the organizational set-up of German industry. The 
advisory board is constituted as an oligarchical body dominating 
through the same persons both private cartels and official trade 
organizations. Under the officially sanctioned leadership of one of 
the industrial lords, who is primus inter pares so far as the monop- 
olists are concerned and who is leader so far as the plebeian 
rest is concerned, the professional bureaucratic personnel admin- 
isters the law for the whole group. Consequently, this personnel has 
the task of adjusting the various interests within the group, either 


"As regards the ideology, see the wording of the decree on Gemeinschaftshilfe der 
Wirtschaft, February 19, 1940, R.G.Bl. I, p. 395, which starts with the supposition that 
the shut-down is only of a temporary character. 

*Before the great combing-out of April 1, 1939, there were still 1,471,000 handicraft 
units employing less than 6 employees as compared with 1,734,000 in 1933. 

*Barth, quoted supra, p. 67. 
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as the agency of last resort, or, as is increasingly the case, as a kind 
of preliminary sifting organ whose reports provide the raw material 
for the official decisions of the Reich Ministry of Economic Affairs. 
It represents, so to speak, the group interest as against the interest 
of the individual concern. Although this function served to strengthen 
the independence of the group bureaucracy as against individual 
concerns, this process did not go very far. The constitutional frame- 
work governing the organization of the group makes the group 
administration partial to the big interests within its jurisdiction no 
less than did its forerunner under the Weimar Republic. Every 
big concern has its own specialists who zealously and competently 
watch the work of the representative of the group. Significantly 
enough, the democratic element, a remnant of earlier estate ideas,’ 
which would have required a vote of confidence from all members, 
not only from the advisory board, was already removed from the 
statute book by executive order in 1935, and the relations between 
leadership and small and medium-sized producer have been adapted 
to the German reality. The status of the smaller producers has 
been changed from that of active participants into that of objects 
of propaganda. The war has not altered any part of this organiza- 
tional structure. On the contrary, the building up of District 
Economic Boards has only established these characteristics the more 
firmly. At the same time, when the provincial and regional state 
bureaucracy was given supervisory power over the distribution of 
consumers goods for the whole population, the presidents of the 
regional organizations of trade and industry, of the Chambers of 
Industry and Commerce, saw themselves raised to the rank of Reich 
commissioners with the duty of seeing to it that the tasks of produc- 
tion were carried through.* And when the most recent legislation 
tried to reduce war profits, it likewise to a large extent placed the 
power to determine what is to be considered appropriate profit in 
the hands of the groups whose members were the very ones to make 
the profit. 

To a large measure the governing ranks of the Chambers of 
Industry and of the Economic Groups are the ones that, either 
directly or by the weight of the advice which their experts set before 
the state bureaucracy, decide on the chances of making profits from 
any given means of production.* This method of determining the, 


IT. Cole, “Corporative Organization of the Third Reich” in: Review of Politics, 
vol. 2, 1940, pp. 438-62. 

*Barth, quoted supra, p. 68. 

"Decrees on “Wirtschaftsverwaltung,” August 27, 1939, Nov. 28, 1939, R.G.Bl. I, pp. 
1495 and 2315, with regulations of Sept. 20, 1939, R.G.Bl. I, p. 1872. 

“See, Gurland’s article, pp. 256-58. 
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use to which a given means of production will be put has become 
the rule rather than the exception. Many owners have been totally 
or partially deprived of the possibility of making use of their 
machinery. The measures by which these expropriations have been 
carried through have a dual aspect. In most of the cases covered 
by the government’s authority, quota restrictions and other measures 
have been actually carried through by the career group officials who 
have been vested with public authority, the profit of such operations 
accruing to certain members of the group. In the case of Jewish 
expropriation the question of indemnity for the damaged person 
does not arise.’ In the other cases interference with private property 
invariably raises the question of indemnity. Under the Weimar 
Republic the courts that had jurisdiction over expropriation claims 
gave a very extensive interpretation to the concept of expropriation 
by public authorities. It was to be expected under Fascism that such 
an interpretation, as well as the insistence on full compensation, 
would be upheld by the courts in all cases where the physical prop- 
erty was left intact but where its profitable use was excluded in con- 
sequence of a governmental authorization or decree. The govern- 
ment therefore decided to throw the traditional procedures over- 
board. The differences arising from the transformation of the ap- 
paratus of production were to be treated as a pure intra-group con- 
cern and there was to be no appeal to an outside authority. 

So we can see that the tendency already mentioned as character- 
istic of mass democracy, the absorption of individual rights in group 
rights, reaches its extreme form. This tendency was already visible 
in the cartel legislation of 1933, which prevented the Cartel Tribunal 
from interfering in disputes arising between members and the cartel. 
The principle of refusing to grant access to regular courts was also 
soon employed in numerous decrees, especially in those concerning 
the Food Estate (agriculture). These ruled that the parties have to 
content themselves with the decision of an intra-group arbitration 
court or, as far as questions of quotas are concerned, with commit- 
tees of complaint provided for by their respective organizations.” 


*We can see the curious spectacle of the government running behind the private 
experts in Aryanization and trying belatedly to snatch a share of the loot, thus 
squeezing out the small businessman who had acquired Jewish property hut did not 
have sufficient capital to run it, or, especially in the field of real estate, to preserve 
part of it for the warriors when they return from the victorious war. See the decree 
on the reexamination of Aryanization acts of June 10, 1940, R.G.Bl. I, p. 891, where, 
in case of inappropriate gains through Aryanization, compensation has to be paid to 
the Reich. 

*Cf. L. Gebhard and H. Merkel, Das Recht der landwirtschaftlichen Marktordnung, 
1937, who present an elaborate commentary on the organization of arbitration courts 
as far as agricultural market regulations are concerned (statute of February 26, 1935, 
R.G.Bl. 1, 1293). They remark (III, p. 25) that appeals against the decisions of the 


(footnote continued on next page) 
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The same state of affairs has prevailed in regard to the compensation 
granted in the case of compulsory shut-down of plants for the dura- 
tion of the war. Here, too, the economic groups have sole jurisdic- 
tion in deciding whether and what indemnity should be given, and 
appeal is possible only to the Reich Economic Chamber, the co- 
ordinating body of these organizations. The remarkable feature of 
this legislation is, first, the abandonment of the principle, accepted 
throughout the liberal era and still acknowledged by the regular 
courts in Germany, that the individual should not suffer any loss 
through the acts of expropriation, that he should receive either a full 
or at least an “appropriate” indemnity.’ If an indemnity is granted, 
it is granted by equity and not by law, and to say, as does the 
official language, that the “vital necessities of the whole region have 
to be considered before the interests of the individual” is only an- 
other way of justifying the redistribution of property.” But even 
more important than the degree of indemnification granted on ac- 
count of the loss of professional and economic status is the fact that 
these rules deny access to the courts and, by so doing, close the iron 
ring which the new economic constitution of the monopolistic society 
places around the less favored members of a business or trade group. 
They are prevented from combining with other social groups or 
airing before a public forum their grievances against the monopolist 
dominating the group. The increasing factual subservience to the 
command of a monopoly-dominated group has now become a legal- 
ized subservience. 


Industry and agriculture are not the only realms in which the 
dominant forces of the group have seized the right of decision in 
intra-group controversies—even where these controversies only thinly 
veil the life-struggle of marginal firms against monopolies. The same 
process is to be found elsewhere in the German political structure. 
One might almost determine the status of the different groups in 
Germany by the degree to which they have attained the privilegium 
de non appellando, to adopt a well-known concept from German 
constitutional history. That is to say, one might determine their 
status by the extent to which they have succeeded in depriving the 


committee of complaint to the arbitration court would have a chance of success only in 
very exceptional cases. See also W. Weber and F. Wieacker, Eigentum und Enteignung, 
Hamburg 1935, pp. 26-33, for a list of the expropriation features in the various decrees. 
As regards the elimination of ordinary courts in general, see the remark of Wieacker in 
Deutsches Verwaltungsrecht, 1937, p. 466. 

See, e.g., the decision of the Prussian Supreme Administrative Tribunal of March 
29, 1935, vol. 100, p. 329. 

The practice of the arbitration courts of the Food Estate has been discussed in P. 
Giesecke, “Entschädigungspflicht bei marktordnenden Massnahmen” in: Festgabe für 
Hedemann, 1938, pp. 368-81. 
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individual member of the group of the possibility of appealing 
to external bodies against group decisions. This privilegium de non- 
appellando exists in its most concentrated form in the army. The 
army command is made absolute master over every individual in its 
service by virtue of denying any separation between the personal 
and the professional status of its members. Business does not need 
to strive for such a position; it is satisfied to control the social and 
economic functions of its members. As regards members of the 
state bureaucracy and of the party and its afhliated organizations, 
we have to differentiate between the direction of public affairs and 
the task of controlling the population. Insofar as this first function 
is concerned, no judicial interference is allowed. The ever expand- 
ing lists of activities which, by legislative order, are excluded from 
any judicial examination, make the discussion of whether the 
judiciary may itself decide which acts are to be included in the 
category of political acts and therefore to be exempted from exam- 
ination, a mere theoretical squabble.’ The judiciary has thus been 
degraded from the rank of an arbiter of inter-group conflicts to 
that of an “assistant” of the administration. The judiciary com- 
petes with the various administrative services’ as an organ to enforce 
discipline in the lower ranks of the bureaucracy, in the party, and 
among the population at large. The “taylorized” methods adopted 
especially in the administration of criminal law largely through 
granting the public prosecutor a dominant position over the pro- 
cedure, and allowing a quick and “satisfying” disposal of a maxi- 
mum of cases unhampered by procedural quirks,* have torn away 

*For the status of the controversy see G. Ipsen, Politik und Justiz, Hamburg 1937, and 


S. Grundmann, “Die richterliche Nachpriifund von politischen Fiihrungsakten” in: Zeit- 
schrift f. d. ges. Staatswissenschaften, vol. 10, 1940, pp. 512-44. 


*Cf. Under Secretary of the Treasury Reinhardt in: Deutsche Steuerzeitung, 1935, p. 
485; see also G. Schmoelders, “Die Weiterbildung des Wirtschaftsrechts” in: Zeit- 
schrift f. d. ges. Staatswissenschaften, vol. 101, 1941, p. 78. The organisation of a 
Supreme Administrative Court for the whole Reich carries the new status of the judiciary 
to its logical conclusion when it prescribes that the judges can be removed from the 
Court at the end of the fiscal year. See Frankfurter Zeitung, April 22, 1941. As 
regards the small part played by the labor courts in determining the relationship 
between employers and employees, see Cole, “National Socialism and German Labor 
Courts” in: Journal of Politics, vol. III, 1941, p. 196. 


*As regards the civil liability of the party for offenses committed by party function- 
aries, see the party point of view in A. Lingg, Die Verwaltung der NSDAP, Munich 
1940, pp. 257 ff. The right of the courts to pass on this question is upheld by S. Grund- 
mann, quoted supra, pp. 541 ff., and the decision of the Reichsgericht of February 17, 
1939, in: Deutsches Recht, 1939, p. 1785. The lower courts, however, more exposed to 
party pressure, do not seem to follow the Supreme Court. The criminal liability of party 
members for embezzlement is at times enforced in the courts—provided that one of the 
numerous amnesties does not intervene. But the secrecy of the procedure and the 
absolute prohibition of reports on such trials deprive them of any function of control. 
See E. Roper and C. Leiser, Skeleton of Justice, New York 1941. 


“See O. Kirchheimer, “Criminal Law in National Socialist Germany” in vol. 8 ( 1940), 
pp. 444-63, of this periodical. 
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the sanctity of the judiciary' and have deprived the government of 
the moral and propagandistic value inherent in the services of the 
judiciary. It becomes less important as a problem whether the 
regular judiciary or a service bureaucracy is chosen to carry out 
these functions, and the field is left open for minor rivalries. How- 
ever, even here the observed tendency to acquire as far as possible 
the privilegium de non appellando is always noticeable throughout 
the administrative services of party and state bureaucracy. 


Within the constitutional framework of the Weimar Republic, it 
became the function of the bureaucracy continually to keep under 
scrutiny the relationship between big business and labor, but also 
to preserve the status quo of agriculture and small-scale business. 
The cohesive element which united the bureaucracy was the preserva- 
tion of its social status against encroachments from the outside and, 
whenever feasible, the desire to extend its activities. The ideological 
emphasis on its impartial service to the nation as a whole hid the 
fact that, as far as the object of its policies was concerned, the unity 
was more apparent than real. The controversies between the social 
groups reappeared in somewhat mitigated form, free of propagan- 
distic tinge, in the relationship between the various divisions of the 
public services. When we try to assess the impact of the changes in 
the political power structure on the bureaucracy and on its relation- 
ship to the National Socialist party, we realize that the unity of the 
bureaucracy was shaken still more. In part it lost its identity 
through its steady permeation by, and association with, the party 
machine, and in part its general negative attitude to outside con- 
trol lost its raison d’être in the new and much less controlled set-up.” 
Thus we are confronted with the strange picture of an intense cen- 
tralization within each administrative unit going hand in hand with 
certain tendencies to departmentalization. Each of the highest sub- 
leaders jealously guards against a loss of status by being subjected 
to anybody’s command but the Führer’s. As in older systems, what 
counts is the individual’s proximity to the supposed fountain of the 


Reich Minister Frank speaks of “taylorism” in criminal procedure in his somewhat 
melancholy reflections on the fate of German criminal law under present conditions in 
“Die Aufgaben der Strafrechtserneuerung” in: Zeitschrift der Akademie für Deutsches 
Recht, 1941, p. 25. See also G. Dahm, “Richtermacht und Gerichtsverfassung im 
Strafrecht” in: Zeitschrift f. d. ges. Staatsw., 1941, vol. 101, pp. 287-308. 

"The remaining control organ over the bureaucracy, the Rechnungshof (Court of 
Accounts Control), never very effective in the observations which it issues on expendi- 
ture incurred years before, has under the Third Reich become a repository for high 
officials from the Weimar period who prove their right to the salary they have drawn 
in their former positions by checking accounts “as soldiers in Zivil imbued by the 
spirit of the leader.” (H. Mueller, “Die Stellung des Rechnungshofs im 3. Reich” in: 


Finanzarchiv, vol. 7, 1940, pp. 193, 205.) 
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charisma itself, not the fact of belonging to the rational council of 
government. In consequence, “the position of Ministers of the Reich 
has undergone a fundamental change. They do not form a collegium, 
an organizational unit.” The number of administrative organiza- 
tions under the direct command of the Führer and exempt from any 
other supervision is steadily increasing. And the interpenetration of 
party and bureaucracy leads to jurisdictional regulations compared 
with which the most difhcult intricacies of federal problematics are 
relatively easy to follow. Thus, for example, we have such a figure 
as the Reichsführer SS who, as head of the police, is administratively 
incorporated in the Reich Ministry of the Interior without, however, 
being subject in his decisions to the approval of the Reich Minister.” 


The official constitutional theory likes to regard the relationship 
between state and party as one between a technical apparatus and 
a political movement, the former following the directions of the 
latter, which is supposed to be the immediate expression of national 
life and will. The official ideology, therefore, sees the party as an 
indissoluble unit. In reality the structure of the National Socialist 
party and its place in the political power structure of modern Ger- 
many can only be understood in terms of its dual function. First, 
the National Socialist party arose as a mass party and as such is the 
heir to the other mass parties which existed during the era of mass 
democracy. Second, the party and the state bureaucracy together 
constitute an organ of mass domination. It is a competitor of, and 
later an heir to, the left-wing mass parties. It not only tries to cater 
to the economic desires of its followers but also incorporates in its 
structure some vision of a new political order. The fact that its 
following is a heterogeneous one makes necessary a constant shift 
in the ideology, a greater emphasis on the purely political elements 
of the new order as against the economic basis, and heavier em- 
phasis on propaganda—lest its following dissolve into its separate 
social components. When the trade unions and left-wing political 
parties were destroyed, the new mass organizations of the National 
Socialist party took over at least some of the social functions of the 


*U. Scheuner, “Deutsche Staatsfiihrung im Krieg” in: Deutsche Rechtswissenschaft, 
vol. 5, 1940, p. 26. For earlier formulations in the same direction see R. Höhn, Wand- 
lungen im staatsrechtlichen Denken, Berlin 1934, p. 39. 


*The same exempt position within the foreign and labor ministries is held by the 
Reich leader of the Germans abroad and by the Work Service leader of the Reich. 
As regards the structure of the Youth Organization, see H. Dietze, “Die verfassungs- 
rechtliche Stellung der Hitler-Jugend” in: Zeitschrift f. d. ges. Staatsw., vol. 100, 1940, 
pp. 113-56, who comes (p. 154) to the conclusion that the youth movement is an insti- 
tution which does not belong exclusively to the party or to the government, cannot be 


measured by conceptions of party law or constitutional law, and thus is subject only 
to those of the Reich law. 
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defunct groups. The numerous individuals who, both before 1933 
and to a certain extent afterwards, transferred their loyalty to the 
National Socialist organization, helped to establish this continuity. 
In the conditions of party pluralism under the Weimar Republic, 
in order to balance the heterogeneity of its membership, the National 
Socialist party had not only to adopt a special vehemence in the 
competition for political power but also to establish the principle of 
an unquestionable faith in its leadership. Having achieved pre- 
dominance in the state, but being without a clearly defined social 
program, the party followed the line of least resistance. It confirmed 
the titles of business and the army but at the same time hastened to 
build up a competitive apparatus of its own, gradually reinforcing 
it with the services of the technically efficient state bureaucracy. 


This process changed the structure of the party itself and brought 
the party’s ever present bureaucratic element sharply to the fore. 
The party proved no support for the independent middle classes in 
their struggle for survival but, instead, actually hastened their final 
decline more than any other single factor in modern German history. 
On the other hand, the capture of the state machinery by the party, 
the vast extension of this machinery, and its duplication in many 
cases by a corresponding party bureaucracy, though depriving many 
of the middle class elements of their position in the process of pro- 
duction, gave them in compensation economic security and social 
standing.” The fact that, although many of the new functionaries 
have come from the independent middle classes, this same middle 
class was crushed as never before with the active help of the new 
bureaucracy shows how far and fast this new social group has 
already traveled in its alienation from its earlier basis. Besides 
demonstrating that the new group was becoming separated from its 
earlier social interests, this also testifies to its adaptation to the 
various (often far-flung) new tasks with which it has been entrusted, 
jointly with, or in addition to, the state bureaucracy. Whereas the 
party official rises to a position of equality with the government 
official and even in some cases succeeds in entering the ranks of the 
"The inherited elements in the National Socialist party are naturally effaced if the 
party is contrasted with the somewhat literary and artificial political styles of nine- 


teenth century representation instead of with the mass parties of mass democracy. Cf. 
Ipsen, “Vom Begriff der Partei” in: Zeitschrift f. d. ges. Staatsw., Vol. 100, 1940, p. 406. 

There are no figures available for the period since 1935, but even up to then, with 
the process of aggrandizement going on, the proportion of officials in the total mem- 
bership of the National Socialist party increased from 6.7 per cent in 1933 to 13 in 1935. 
Cf. Gerth, “The Nazi Party, Its Leadership and Composition” in: The American Journal 
of Sociology, 1940, vol. 45, p. 527. Some of this increase, however, may only be apparent, 
as, e.g., in the case where the party acknowledges the right of a wife to transfer her low 
party membership number to her husband though he himself refrained from openly 
joining the party while he was an official. See Lingg, quoted supra, pp. 172-73. 
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business group, the lower party member only holds honorary and 
onerous office and becomes almost indistinguishable from the or- 
dinary non-party citizen as a zealously watched object rather than a 
subject of political power. | 

The new legislation concerning administrative leadership in the 
“Landkreise,” which has been given much attention in Germany,” 
must be understood as a rearguard action which, for propagandistic 
aims, attempts to revive the theoretical conception of the unified 
party as an independent entity in its relationship to the state bureau- 
cracy. It starts from the principle that leadership over persons 
(Menschenführung) is exclusively the task of the party. The com- 
petent party official is responsible to his party superior for the con- 
duct and attitude of the population. The township president or the 
mayor, however, is responsible for the orderly execution of all ad- 
ministrative tasks in the framework of legal jurisdiction. Both 
organs are forbidden to meddle in each other’s business. The 
psychological usefulness of such a regulation is undeniable. It pro- 
tects the party official against requests from the rank and file of the 
membership by emphasizing a separation which for all practical 
purposes does not exist, and after laying down these principles the 
statute itself has thus to define the different degrees of cooperation 
between both hierarchies. Though the relation between party and 
bureaucracy may give rise to ostentatious jurisdictional disputes, 
it is not in these that we find the deeper-lying conflicts, but within 
the structure of the party itself. So long as the party has not ex- 
clusively become a huge apparatus for mass domination, so long as 
the desires, fears and wishes of the atomized masses still filter 
through the numerous channels of party organizations, like the Labor 
Front and the National Socialist Welfare Agency, which exercise 
Betreuungsfunktionen, duties of a “guardian of the masses,” there 
are still some deteriorated remnants of the earlier form, the mass 
party. Even in their bureaucratic form, those elements of the party 
which are entrusted with the care of the masses represent, in some 
degree, the unrepresented sections of the community who have no 
independent voice in the balance of power. 

By carefully restricting itself exclusively to the military sphere, 
the army, from the very beginning, was able to uphold the in- 
dependence it had reestablished under the Weimar Democracy. Busi- 


In spite of its misleading title, which only refers to the “Landkreise” (rural dis- 
tricts), the statute of December 28, 1939, R.G.Bl. I, 1940, p. 45, is designed to provide 
general control over the relationship between the middle ranks of the bureaucracy and 
the corresponding party officials. 

Pros nu “Partei und Staat im Landkreis” in Reichsverwaltungsblatt, vol. 61, 

, p. 47. 
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ness, trade, and the independent ranks of agriculture became a closed 
monopoly. Government and party not only accepted its inner power 
distribution as they found it, but actively helped to drive it still 
more pointedly in the direction of an oligarchic combine. The re- 
lationship of these groups to the army and the party hierarchy is 
in flux; especially the respective weight of the party bureaucracy 
and the army is subject to sudden shifts, due to the impact of the 
war changes, the transitional or permanent character of which is not 
yet discernible. But one permanent pattern stands out. While sec- 
tions of the new party and state bureaucracy act as transmission 
belts for those groups sufficiently vocal in their own right, other parts 
of the state and party bureaucracy which exercise the Betreuungs- 
funktion represent the unrepresented.’ The compromise between the 
more articulate groups and these “guardians of the masses” more 
often than not resemble the arbitration award of Marshal Balbo 
who, while permitting a salary reduction asked for by the employers, 
awarded to the workers of Ferrara the epitheton ornans “valiant.” 
One of the chief if not the chief compromise they concluded in the 
name of the unrepresented, the “Leipzig Agreement of 1935,” was 
as farcical as the Balbo award. By this agreement the “Self-Admin- 
istration of German Economy” became formally affiliated with the 
Labor Front. No practical consequences, however, were ever drawn 
from this “liaison.”® But there is compromise, nevertheless, as in 
every other society which has a high degree of social stratification. 

In the compromise structure of National Socialism as it arose 
after the disappearance of all independent representation of the 
masses, the old question is brought to the fore: how can the interest 
of the various partners to the compromise, the monopolies, army, 
industry, and agriculture as well as the diversified layers of party 
bureaucracy, be brought to a common denominator? It is apparent 
that the Fiihrer, or, as we should more appropriately say, the group 
of persons identified with the Fiihrer, has established an authority 
which acts as an ultimate arbiter in all cases where the respective 
monopoly groups are not able to reach a decision by themselves. 
The leadership is able to decide inter-group differences with relative 
ease, and these decisions are carried through with a minimum of 
resistance only because the unfolding program of expansion has 
given the various groups the possibility of extending their activities 


1As regards the modified compromise, see the comment of E. Morstein Marx, “Bureau- 
cracy and Dictatorship” in: Review of Politics, vol. 3, 1941, p. 101. 

*This story is related in Rosenstock-Franck, “Les étapes de [economic fasciste 
italienne,” Paris 1939, p. 233. 

Its wording in: W. Mueller, “Das soziale Leben im neuen Deutschland,” Berlin 1938, 
pp. 136-37. 
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(though on a different plane) and of satisfying their desires without 
too much need of getting in each other’s way.’ The ultimate decision 
of the Führer group is therefore the more easily accepted the more 
it takes the form and function of a permanent guarantee of the im- 
perialist order.” It is this interdependence between the unquestion- 
able authority of the ruling group and the program of expansion 
which offers the characteristic phenomenon of the compromise struc- 
ture of the Fascist order, directs its further course, and decides upon 
its ultimate fate. 


To summarize our remarks, we can describe the changes in 
political compromise as follows. During the liberal period of mod- 
ern society, political compromise operated among parliamentarians 
and between them and the government. Every representative acted 
on his own, promoting certain financial, business and agricultural 
interests and changing allegiance from one to another of them 
according to his own interests and judgment. Thus, through in- 
dividual agreements the functioning of parliament was constantly 
kept in harmony with the prevailing economic structure. With the 
beginnings of “mass democracy” (about 1910-11), the task of 
keeping political compromise in harmony with the economic struc- 
ture devolved to a considerable extent upon the central banks. At 
the same time, the agreements tended to evolve from individual ones 
into voluntary compacts between the main groups of capital and 
labor and their subdivisions. 


Fascism characterizes the stage at which the individual has com- 
pletely lost his independence and the ruling groups have become 
recognized by the state as the sole legal parties to political com- 
promise. Since money, a rather adequate expression of social power 
during the liberal period, ceased to mediate between economic and 
political life, another coordinator of public life was sorely needed. 
There remained only the institution of leadership to arbitrate be- 
tween the groups. Its power rests on its ability to compensate every 


‘See for the whole problem the semi-official commentary in G. Neesse, Führergewalt, 
Tübingen 1940. 


*Characteristic of the intimate connection between the establishment of the authority 
placed in the German leadership and the execution of its imperialist program is a 
sharp refutation of the conservative writer Triepel who attempted to uphold the view 
that a state may be called sovereign even if it has no external independence, provided 
that it controls its own subjects. See H. Triepel, Die Hegemonie, Stuttgart 1938, p. 143, 
rejected by E. Huber in his review in: Zeitschrift f. d. ges. Staatsw., vol. 100, 1940, p. 179. 
In fact, the form of domination which the large-space (Grossraum) imperialism of 
Germany creates is not very amenable to the fiction of a sovereign restricted to the 
domestic realm. “The developing large-space order might, contrary to earlier imperialism, 
constitute a system of direct and open domination”—says E. Huber, “Position und 
Begriffe” in: Zeitschrift f. d. ges. Staatsw., vol. 100, 1940, p. 143. 
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Art and Mass Culture’ 
By Max Horkheimer 


At times in history, art was intimately associated with other 
avenues of social life. The plastic arts, in particular, were devoted 
to the production of objects for daily use, secular as well as re- 
ligious. In the modern period, however, sculpture and painting 
were dissociated from town and building, and the creation of these 
arts reduced to a size suitable to any interior; during the same his- 
toric process, esthetic feeling acquired independent status, separate 
from fear, awe, exuberance, prestige, and comfort. It became 
“pure.” The purely esthetic feeling is the reaction of the private 
atomic subject, it is the judgment of an individual who abstracts 
from prevailing social standards. The definition of the beautiful as 
an object of disinterested pleasure had its roots in this relation. 
The subject expressed himself in the esthetic judgment without con- 
sulting social values and ends. In his esthetic behavior, man so to 
speak divested himself of his functions as a member of society and 
reacted as the isolated individual he had become. Individuality, the 
true factor in artistic creation and judgment, consists not in idio- 
syncrasies and crotchets, but in the power to withstand the plastic 
surgery of the prevailing economic system which carves all men to 
one pattern. Human beings are free to recognize themselves in 
works of art in so far as they have not succumbed to the general 
leveling. The individual’s experience embodied in a work of art 
has no less validity than the organized experience society brings to 
bear for the control of nature. Although its criterion lies in itself 
alone, art is knowledge no less than science is. 


Kant examines the justification of this claim. How, he inquires, 
can the esthetic judgment, in which subjective feelings are made 
known, become a collective or “common” judgment?? Science re- 
jects feeling as evidence, how then can one explain the community 
of feeling evoked by art works? Current feelings among the masses, 
to be sure, are easy to explain; they have always been the effect of 
social mechanisms. But what is that hidden faculty in every in- 


"These remarks have been provoked by Mortimer J. Adler’s book, Art and Prudence, 
New York and Toronto 1937. 


"Kant, Critique of Judgment, translated by F. H. Bernard. §22, p. 94. 
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dividual to which art appeals? What is that unmistakable feeling 
on which it relies time and again despite all contradicting experi- 
ences? Kant attempts to answer this question by introducing the 
notion of a sensus communis aestheticus to which the individual 
assimilates his esthetic judgment. This notion must be carefully 
distinguished from “common sense” in its usual meaning. Its prin- 
ciples are those of a kind of thinking that is “unprejudiced,” “con- 
secutive,” and “enlarged,” that is, inclusive of the viewpoints of 
others. In other words, Kant thinks that every man’s esthetic judg- 
ment is suffused with the humanity he has in himself. Despite the 
deadly competition in business culture, men are in accord concern- 
ing the possibilities they envision. Great art, says Pater, must “have 
something of the human soul in it,”” and Guyau declares that art 
occupies itself with the possible,* erecting a “new world above the 
familiar world . . . a new society which by force of imagination it 
adds to the society in which we really live.” An element of resistance 
is inherent in the most aloof art. 


Resistance to the restraints imposed by society, now and then 
flooding forth in political revolution, has been steadily fermenting 
in the private sphere. The middle class family, though it has 
frequently been an agency of obsolescent social patterns, has made 
the individual aware of other potentialities than his labor or voca- 
tion opened to him. As a child, and later as a lover, he saw 
reality not in the hard light of its practical biddings but in a distant 
perspective which lessened the force of its commandments. This 
realm of freedom, which originated outside the workshop, was 
adulterated with the dregs of all past cultures, yet it was man’s 
private preserve in the sense that he could there transcend the func- 
tion society imposed upon him by way of its division of labor. Seen 
at such a distance, the appurtenances of reality fuse into images 
that are foreign to the conventional systems of ideas, into esthetic 
experience and production. To be sure, the experiences of the subject 
as an individual are not absolutely different from his normal ex- 
periences as a member of society. Yet works of art—objective prod- 
ucts of the mind detached from the context of the practical world— 
harbor principles through which the world that bore them appears 
alien and false. Not only Shakespeare’s wrath and melancholy, but 
the detached humanism of Goethe’s poetry as well, and even Proust’s 
devoted absorption in ephemeral features of mondanité, awaken 


"Ibid., §40, p. 171. 
2Walter Pater, Appreciations, London 1918, p. 38. 
*°J. M. Guyau, L’art au point de vue sociologique, Paris 1930, p. 21. 
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memories of a freedom that makes prevailing standards appear 
narrow-minded and barbarous. Art, since it became autonomous, has 
preserved the utopia that evaporated from religion. 

The private realm, however, to which art is related, has been 
steadily menaced. Society tends to liquidate it. Ever since Calvin- 
ism sanctified man’s calling in this world, poverty, contrary to the 
accepted notion, has in practice been a taint to be washed away only 
by toil. The same process that freed each man from slavery and 
serfdom, and returned him to himself, also broke him into two 
parts, the private and the social, and burdened the private with a 
mortgage. Life outside the office and shop was appointed to refresh 
a man’s strength for office and shop; it was thus a mere appendage, 
a kind of tail to the comet of labor, measured, like labor, by time, 
and termed “free time.” Free time calls for its own curtailment, 
for it has no independent value. If it goes beyond recreation of 
expended energies, it is regarded as wasteful, unless it is utilized to 
train men for work. The children of the early 19th century who 
were taken from workshop to dormitory and from dormitory to 
workshop, and fed while at work, lived exclusively for their calling, 
like Japanese factory girls of today. The labor contract, in which 
this condition was grounded, proved itself a mere formality. Later 
in the 19th century, the chains became looser, but self-interest sub- 
ordinated private life to business even more effectively than before, 
until the structural unemployment of the 20th century shook the 
whole order. The permanently unemployed cannot reproduce a 
labor power that is useless, and training cannot improve a career 
that is closed in advance. The contrast between the social and pri- 
vate is blurred when mere waiting becomes a calling and when work 
is nothing but waiting for work. 

For a few decades broad strata in industrial countries were able 
to have some measure of private life, though within strict limits. 
In the 20th century, the population is surrounded by large trusts and 
bureaucracies; the earlier division of man’s existence between his 
occupation and family (always valid only with reservations so far 
as the majority was concerned) is gradually melting away. The 
family served to transmit social demands to the individual, thus 
assuming responsibility not only for his natural birth but for his 
social birth as well. It was a kind of second womb, in whose warmth 
the individual gathered the strength necessary to stand alone out- 
side it. Actually, it fulfilled this function adequately only among the 
well-to-do. Among the lower strata the process was generally frus- 
trated; the child was left only too early to his own devices. His 
aptitudes were prematurely hardened, and the shock he suffered 
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brought in its wake stunted mental growth, pent-up rage, and all 
that went with it. Behind the “natural” behavior of ordinary folk, 
so frequently glorified by intellectuals, there lurk fear, convulsion 
and agony. The juvenile sex crimes as well as national outbursts 
of our time are indices of the same process. Evil does not stem 
from nature, but from the violence committed by society against 
human nature striving to develop. 

In the last stages of industrial society even well-to-do parents 
educate their children not so much as their heirs as for a coming 
adjustment to mass culture. They have experienced the insecurities 
of fortune and draw the consequences. Among the lower strata, the 
protective authority of the parents, which was always menaced, has 
worn away entirely, until finally the Balilla has slipped into its 
place. Totalitarian governments are themselves taking in hand the 
preparation of the individual for his role as a member of the masses. 
They pretend that the conditions of urbanized life clamor for it. 
The problem so brutally solved by Fascism has existed in modern 
society for the last hundred years. A straight line runs from 
the children’s groups of the Camorra to the cellar clubs of New 
York,’ except that the Camorra still had an educational value. 


Today, in all strata, the child is intimately familiar with eco- 
nomic life. He expects of the future not a kingdom, but a living, cal- 
culated in dollars and cents, from some profession which he con- 
siders promising. He is as tough and shrewd as an adult. The 
modern make-up of society sees to it that the utopian dreams of 
childhood are cut short in earliest youth, that the much praised 
“adjustment” replaces the defamed Oedipus complex. If it is true 
that family life has at all times reflected the baseness of public life, 
the tyranny, the lies, the stupidity of the existing reality, it is also 
true that it has produced the forces to resist these. The experiences 
and images which gave inner direction to the life of every individual 
could not be acquired outside. They flashed forth when the child 
hung on his mother’s smile, showed off in front of his father, or 
rebelled against him, when he felt someone shared his experiences— 
in brief, they were fostered by that cozy and snug warmth which was 
indispensable for the development of the human being. 


The gradual dissolution of the family, the transformation of 
personal life into leisure and of leisure into routines supervised 
to the last detail, into the pleasures of the ball park and the 
movie, the best seller and the radio, has brought about the dis- 


1On the subject of cellar clubs, cf. Brill and Payne, The Adolescent Court and 
Crime Prevention, New York 1938. 
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appearance of the inner life. Long before culture was replaced by 
these manipulated pleasures, it had already assumed an escapist 
character. Men had fled into a private conceptual world and re- 
arranged their thoughts when the time was ripe for rearranging 
reality. The inner life and the ideal had become conservative factors. 
But with the loss of his ability to take this kind of refuge—an 
ability that thrives neither in slums nor in modern settlements—man 
has lost his power to conceive a world different from that in which 
he lives. This other world was that of art. Today it survives only in 
those works which uncompromisingly express the gulf between the 
monadic individual and his barbarous surrounding—prose like 
Joyce’s and paintings like Picasso’s Guernica. The grief and horror 
such works convey are not identical with the feelings of those who, 
for rational reasons, are turning away from reality or rising against 
it. The consciousness behind them is rather one cut off from society 
as it is, and forced into queer, discordant forms. These inhospitable 
works of art, by remaining loyal to the individual as against the 
infamy of existence, thus retain the true content of previous great 
works of art and are more closely related to Raphael’s madonnas 
and Mozart’s operas than is anything that harps on the same har- 
monies today, at a time when the happy countenance has assumed 
the mask of frenzy and only the melancholy faces of the frenzied 
remain a sign of hope. 


Today art is no longer communicative. In Guyau’s theory, the 
esthetic quality arises from the fact that a man recognizes the feel- 
ings expressed by a work of art as his own.’ The “life analogous to 
our own,” however, in the portrayal of which our own life becomes 
visible, is no longer the conscious and active life of the nineteenth 
century middle class. Today, persons merely appear to be persons; 
both “elites” and masses obey a mechanism that leaves them only 
one single reaction in any given situation. Those elements of their 
nature which have not yet been canalized have no possibility of 
understandable expression. Under the surface of their organized 
civic life, of their optimism and enthusiasm, men are apprehensive 
and bewildered and lead a miserable, almost prehistoric existence. 
The last works of art are symbols of this, cutting through the veneer 
of rationality that covers all human relationships. They destroy all 
superficial unanimity and conflict, which are all in truth clouded 
and chaotic, and it is only in such sagas as those of Galsworthy or 
Jules Romains, in white papers and in popular biographies, that 
they attain an artificial coherence. The last substantial works of 


*Cf. J. M. Guyau, op. cit., pp. 18-19. 
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art, however, abandon the idea that real community exists; they are 
the monuments of a solitary and despairing life that finds no bridge 
to any other or even to its own consciousness. Yet they are monu- 
ments, not mere symptoms. The despair is also revealed outside 
the field of pure art, in so-called entertainment and the world of 
“cultural goods,” but this can only be inferred from without, through 
the means of psychological or sociological theory. The work of art 
is the only adequate objectification of the individual’s deserted state 
and despair. 

Dewey says that art is “the most universal and freest form of 
communication.” But the gulf between art and communication is 
perforce wide in a world in which accepted language only inten- 
sifies the confusion, in which the dictators speak the more gigantic 
lies the more deeply they appeal to the heart of the masses. “Art 
breaks through barriers, . . . which are impermeable in ordinary 
association.” These barriers consist precisely in the accepted forms 
of thought, in the show of unreserved adjustment, in the language 
of propaganda and marketable literature. Europe has reached the 
point where all the highly developed means of communication serve 
constantly to strengthen the barriers “that divide human beings’’;* 
in this, radio and cinema in no way yield the palm to airplane 
and gun. Men as they are today understand each other. If they 
were to cease to understand either themselves or others, if the 
forms of their communication were to become suspect to them, and 
the natural unnatural, then at least the terrifying dynamic would 
come to a standstill. To the extent that the last works of art still 
communicate, they denounce the prevailing forms of communication 
as instruments of destruction, and harmony as a delusion of decay. 


The present world, denounced though it is by its last works of art, 
may change its course. The omnipotence of technics, the increasing 
independence of production from its location, the transformation of 
the family, the socialization of existence, all these tendencies of 
modern society may enable men to create the conditions for eradicat- 
ing the misery these processes have brought over the earth. Today, 
however, the substance of the individual remains locked up in him- 
self. His intellectual acts are no longer intrinsically connected 
with his human essence. They take whatever course the situation 
may dictate. Popular judgment, whether true or false, is directed 
from above, like other social functions. No matter how expertly 
public opinion may be inquired into, no matter how elaborate 
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the statistical or psychological soundings, what they reach is al- 
ways a mechanism, never the human essence. What comes to the 
fore when men most candidly reveal their inner selves, is precisely 
the predatory, evil, cunning beings whom the demagogue knows so 
well how to handle. A pre-established harmony prevails between his 
outward purposes and their crumbled inner lives. Everybody knows 
himself to be wicked and treacherous, and those who confirm this, 
Freud, Pareto and others, are quickly forgiven. Yet, every new work 
of art makes the masses draw back in horror. Unlike the Führers, 
it does not appeal to their psychology, nor, like psychoanalysis, does 
it contain a promise to guide this psychology towards “adjustment.” 
In giving downtrodden humans a shocking awareness of their own 
despair, the work of art professes a freedom which makes them foam 
at the mouth. The generation that allowed Hitler to become great 
takes its adequate pleasure in the convulsions which the animated 
cartoon imposes upon its helpless characters, not in Picasso, who 
offers no recreation and cannot be “enjoyed” anyhow. Misanthropic, 
spiteful creatures, who secretely know themselves as such, like to 
be taken for the pure, childish souls who applaud with innocent ap- 
proval when Donald Duck gets a cuffing. There are times when faith 
in the future of mankind can be kept alive only through absolute 
resistance to the prevailing responses of men. Such a time is the 
present. 


At the end of his book on esthetic problems, Mortimer Adler 
defines the external marks of the great work of art: gross popularity 
at any one time or over a period of time, and the ability to satisfy 
the most varied levels of taste. Consistently with this, Adler praises 
Walt Disney as the great master because he reaches a perfection in 
his field that surpasses our best critical capacity to analyze and at 
the same time pleases children and simple folk.? Adler has tried 
like few other critics for a view of art independent of time. But his 
unhistorical method makes him fall a prey to time all the more. 
While undertaking to raise art above history and keep it pure, he 
betrays it to the contemptible trash of the day. Elements of culture 
isolated and dissevered from the historical process may appear as 
similar as drops of water; yet they are as different as Heaven and 
Hell. For a long time now, Raphael’s blue horizons have been quite 
properly a part of Disney’s landscapes, in which amoretti frolic 
more unrestrainedly than they ever did at the feet of the Sistine 
Madonna. The sunbeams almost beg to have the name of a soap or 
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a toothpaste emblazoned on them; they have no meaning except as a 
background for such advertising. Disney and his audiences, as well 
as Adler, unswervingly stand for the purity of the blue horizon, but 
perfect loyalty to principles isolated from the concrete situation 
makes them turn into their very opposite and finally results in 
perfect relativism. 

Adler’s book is devoted to the film which he loyally measures 
according to Aristotle’s esthetic principles, thereby professing his 
faith in the supra-historical validity of philosophy. The essence 
of art, he says, is imitation that combines the greatest similarity of 
form with the greatest difference of content.’ This Aristotelian doc- 
trine has become a cliche, the opposite of which—the greatest sim- 
ilarity of content with the greatest difference of form—would do as 
well. Both belong to those axioms which are so calculated that they 
can easily be adjusted to the conventional doctrine in each field. The 
content of such principles, whether favored by metaphysicians or 
empiricists, will not hurt anybody’s feelings. If, for instance, science 
is defined as the aggregate of all verifiable statements, one may be 
certain of every scientist’s approval. But even an empty generality 
such as this discloses its double-dealing potency as soon as it is 
related to the real world, which “verifies” the judgment of the power- 
ful and gives the lie to the powerless. A dogmatic definition of the 
beautiful protects philosophy no better from capitulating to the 
powers-that-be than a concept of art derived from the uncritical 
applause of the masses, to which it bows only too readily. 

The dogmatists succumb to relativism and conformism not only 
in their discussions of abstract esthetic problems, but also in their 
views of the moral significance of art. “There is no question,” says 
Adler, “that prudence should govern art to whatever extent the work 
of art or the artist comes within the sphere of morality.” One of 
the main purposes of Adler’s book is to discover principles for art 
education. The concept of morality which he advances for this is, 
however, as unhistorical as his concept of art. “Crime is only one 
kind of anti-social behavior. Any behavior which does not conform 
to established customs is anti-social in essentially the same sense. 
... Men who act anti-socially, whether criminally or contrary to the 
customs generally prevailing, are in the same sense morally 
vicious.” He recognizes the difficulty arising from the fact that 
different views and customs prevail in different social strata. But 
he thinks that the resulting practical difficulties do not impair his 
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principle. The problem simply becomes one of fixing upon which 
mores are more and which less desirable for society as a whole. 
This problem, moreover, only exists for him when there is a conflict 
between the prevailing habits of different social groups; and not 
when there is a conflict between an individual and all the groups, a 
situation which incidentally contains within itself the most serious 
moral problem of all. Thus, with regard to morality, the disparity 
is obliterated between the principles of metaphysics and those of 
positivism. Adler is irresistibly led to conclusions drawn long ago 
by Lévy-Bruhl’ and other sociologists: what is moral is determined 
by the positive content of existing customs and habits, and morality 
consists in formulating and approving what is accepted by the pre- 
vailing social order. But even if the whole of a society, such as the 
coordinated German nation, is of one mind in this regard, it still 
does not follow that its judgment is true. Error has no less often 
united men than truth. 


Even though truth, of its nature, coincides with the common in- 
terest, it has usually been at loggerheads with the sentiment of the 
community at large. Socrates was put to death for asserting the 
rights of his conscience against the accepted Athenian religion. Ac- 
cording to Hegel, the sentence was just, for the individual “must 
bend before the general power, and the real and noblest power is 
the Nation.”” And yet, according to Hegel, the principle Socrates 
upheld was superior to this one. Contrariety is even more pro- 
nounced in Christianity, which came to the world as a “scandal.” The 
first Christians impugned “the generally prevailing customs” and 
were therefore persecuted in line with the prevailing law and mores. 
But this did not make them “morally depraved,” as would follow 
from Adler’s definition; on the contrary, they were the ones to un- 
mask the depravity of the Roman world. Just as the essence of art 
cannot be arrested through rigid supra-temporal principles, ideas 
such as justice, morality, and public cannot be interconnected 
through rigid, supra-temporal relations. Kierkegaard’s doctrine that 
the spread of Christianity in the public consciousness has nowise 
overcome the true Christian’s wary attitude to the state is more valid 
today than ever. “For the concept of the Christian is a polemical 
concept; it is possible to be a Christian only in opposition to 
others, or in a manner opposed to that of others.”* Those modern 
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apologists were ill-advised who attempted to validate the attitude 
of the Church toward witch-burning as a concession to popular ideas.! 
Truth can make no pacts with “prevailing customs.” It finds no 
guiding thread in them. In the era of witch hunts, opposition to the 
public spirit would have been moral. 

Adler’s book breathes the conviction that mankind must orient 
to fixed values, as these have been set forth by great teachers, above 
all by Aristotle and St. Thomas. To positivism and relativism he 
opposes sturdy Christian metaphysics. It is true that modern dis- 
belief does find its theoretical expression in scientivism, which ex- 
plains that binding values exist for “psychological” reasons, because 
there is need for them.” Success, which in Calvinism was not the 
same as being a member of the Elect, but was only an indication that 
one might be, becomes the only standard of human life. In this way, 
according to Adler, positivism grants a charter to Fascism. For, if 
there can be no meaningful discussion of questions of value, action 
alone decides. Metaphysics draws from this a conclusion advan- 
tageous to itself: since the denial of eternal principles handicaps the 
struggle against the new barbarism, the old faith must be reestab- 
lished. Men are asked to risk their lives for freedom, democracy, 
the nation. Such a demand seems absurd when there are no binding 
values. Metaphysics alone, Adler supposes, can give humanity the 
hold it has lost, metaphysics makes true community possible. 

Such ideas misconstrue the present historical situation. Pos- 
itivism, indeed, articulates the state of mind of the unbelieving 
younger generation, and it does so as adequately as sport and jazz. 
The young no longer have faith in anything, and for this reason 
they are able to shift to any belief. But the fault lies just as much 
with the dogmatism they have forgotten as with themselves. The 
middle class confined religion to a kind of reservation. Following 
Hobbes’ advice, they swallowed its doctrines whole, like pills, and 
never concretely questioned its truth. Religion for modern men 
tended to be a memory of childhood. With the disintegration of 
the family, the experiences that have invigorated religion also lose 
their power. Today, men exercise restraints not out of belief but 
out of hard necessity. That is why they are so saddened. The 
weaker they are and the more deeply disappointed, the more vio- 
lently do they espouse brutality. They have cast aside all ties 
to the principle of heavenly love. Any demand that they should 
return to it for reasons of state is not tenable in religious terms. 


1Cf., e.g., Johannes Janssen, Kulturzustände des Deutschen Volkes, 4. Buch, Freiburg 
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Religion has a claim on faith not insofar as it is useful but insofar 
as it is true. Agreement between political and religious interests is 
by no means guaranteed. The naive presupposition of such agree- 
ment, made by those who defend absolute values, confutes their 
doctrines. Positivism is as strongly in conformity with our time as 
Adler thinks, but it contains an element of honesty for that very 
reason. The young who adopt this philosophy exhibit greater probity 
of mind than those who out of pragmatic motives bow to an absolute 
in which they do not quite believe. Uncritical return to religion and 
metaphysics is as questionable today as the road back to the beautiful 
paintings and compositions of classicism, no matter how enticingly 
such havens may beckon. The revivals of Greek and medieval 
philosophers, such as Adler recommends, are not so far remote from 
certain revivals of melodies by Bach, Mozart and Chopin in current 
popular music. 


Adler denounces in impressive passages the hopeless spiritual 
plight of the young.’ He unmasks “the religion of science and the 
religion of the state.” But it would be a fatal misunderstanding to 
summon the young away from these doctrines and lead them back to 
older authorities. What is to be deplored is not that scientific thought 
has replaced dogmatism, but rather that such thought, still pre- 
scientific in the literal sense, is always confined within the limits of 
the various specialized disciplines. It is wrong to rely on science 
so long as the formulation of its problems is conditioned by an 
obsolete division into disciplines. Economy of thought and technique 
alone do not exhaust the meaning of science, which is also will to 
truth. The way toward overcoming positivistic thinking does not lie 
in a regressive revision of science, but in driving this will to truth 
further until it conflicts with present reality. Illuminating insights 
are not to be found in high and eternal principles, with which every- 
body agrees anyway (who does not profess faith in freedom and 
justice!), or in the routine arrangement of facts into customary 
patterns. 


Preference for static principles was the great delusion of Hus- 
serl’s original “Eidetics,” one of the precursors of Neo-Thomism. 
Adler seems to fall into the same error. Sublime principles are al- 
ways abstract—positivism is right in speaking here of fictions or 
auxiliary constructions—but insights always refer to the particular. 
In the process of cognition, each concept, which in isolation has its 
conventional meaning, takes part in forming new configurations, in 
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which it acquires a new and specific logical function. Aristotle’s 
metaphysics taken as a whole marks such a configuration, as do 
the doctrines of St. Thomas on whom Adler draws. The categories 
become distorted or meaningless unless they enter new, more ade- 
quate structures that are required by the particular historical situa- 
tion in which they play a part. The reason for this is not that each 
period has its own truth assigned to it, as historical and sociological 
relativism would like us to believe, or that one can dispense with 
philosophic and religious traditions, but rather that intellectual 
loyalty, without which truth cannot exist, consists both in preserving 
past insights and contradicting and transforming them. Abstract 
formulations of the highest values are always adjustable to the 
practice of stake and guillotine. Knowledge really concerned with 
values does not look to higher realms. It rather tries to penetrate 
the cultural pretences of its time, in order to distinguish the features 
of a frustrated humanity. Values are to be disclosed by uncovering 
the historical practice that destroys them. 

In our time thinking is endangered not so much by the wrong 
paths it may pursue as by its being prematurely cut short. Positivism 
rests content with the prearranged routines of official science, whereas 
metaphysics invites intuitions that have their content in the prevailing 
modes of consciousness. The demand for purity and clarity, ap- 
plicability and matter-of-factness which is immediately raised to 
challenge any act of thinking that is not free from imagination, 
expresses a repugnance to going beyond the limitations of the “state- 
ment,” to intellectual restlessness and “negativism,” all of which are 
indispensable elements of thought. The truth of ideas is demon- 
strated not when they are held fast but when they are driven further. 

The pedantry of matter-of-factness produces, conversely, a fetish- 
ism of ideas. Today ideas are approached with a sullen seriousness; 
each as soon as it appears is regarded as either a ready-made pre- 
scription that will cure society or as a poison that will destroy it. 
All the ambivalent traits of obedience assert themselves in the atti- 
tude to ideas. People desire to submit to them or to rebel against 
them, as if they were gods. Ideas begin by playing the role of pro- 
fessional guides, and end as authorities and Fuehrers. Whoever 
articulates them is regarded as a prophet or a heretic, as an object 
to be adored by the masses or as a prey to be hunted by the Gestapo. 
This taking of ideas only as verdicts, directives, signals, character- 
izes the enfeebled man of today. Long before the era of the Gestapo, 
his intellectual function had been reduced to statements of fact. 
The movement of thought stops short at slogans, diagnoses and 
prognoses. Every man is classified: bourgeois, communist, fascist, 
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Jew, alien or “one of us.” And this determines the attitude once and 
for all. According to such patterns dependent masses and dependable 
sages throughout the world history have always thought. They have 
been united under “ideas,” mental products that have become fet- 
ishes. Thinking, faithful to itself, in contrast to this, knows itself at 
any moment to be a whole and to be uncompleted. It is less like a 
sentence spoken by a judge than like the prematurely interrupted 
last words of a condemned man. The latter looks upon things under 
a different impulsion than that of dominating them. 


Adler appreciates the public as it is, and in consequence popu- 
larity is a positive criterion to him. He treats the film as popular 
poetry and compares it with the theater of the Elizabethian period, 
when for the first time “writers had the double role of artist and 
merchant competing in a free market for both plaudits and profits.”” 
According to him the middle class theater has been determined by 
market economy and democracy. Communists or sentimental aris- 
tocrats may regret commercialization, says Adler, but its influence 
on Shakespeare was not so bad. The film must please not merely 
the masses, but beyond them “the organized groups which have 
become the unofficial custodians of public manners and the common 
g00d.”” Adler does realize the difficulties encountered by the film, 
as compared with the theater, because of the size of its public and 
the differentiated needs of modern society, but he overlooks the 
dialectics of popularity. Quite against his intention to differentiate 
and evaluate social phenomena, his static way of thinking tends to 
level everything. Just as he is tempted to confuse Raphael’s and 
Disney’s scenic backgrounds, he seems to identify the Hays Office 
and the guardians of the Platonic Republic. 


His whole approach to the film as an art bears witness to th: 
confusion of entirely different cultural orders. He defends the 
movies against the accusation that they are not art because of the 
collective character of their production.” But the discrepancy be- 
tween art and film, which exists despite the potentialities of the 
motion picture, is not the result of the surface phenomenon of the 
number of people employed in Hollywood as much as of the eco- 
nomic circumstances. The economic necessity for rapid return of 
the considerable capital invested in each picture forbids the pur- 
suit of the inherent logic of each work of art—of its own autonomous 
necessity. What today is called popular entertainment is actually 
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demands evoked, manipulated and by implication deteriorated by 
the cultural industries. It has little to do with art, least of all where 
it pretends to be such. 

Popularity has to be understood with reference to social change, 
not merely as a quantitative but as a qualitative process. It was 
never directly determined by the masses, but always by their rep- 
resentatives in other social strata. Under Elizabeth and even as late 
as the 19th century, the educated were the spokesmen for the in- 
dividual. Since the interests of the individual and those of the 
rising middle classes did not fully coincide, the works of art always 
contained a critical element. Ever since that time, the concepts of 
individual and society have been reciprocal ones. The individual 
developed in harmony with and in opposition to society: society de- 
veloped when individuals did, and it developed when individuals 
didn’t. In the course of this process, social mechanisms, such as the 
national and international division of labor, crisis and prosperity, 
war and peace, strengthened their own independence of the in- 
dividual, who became increasingly alien to them and faced them 
with growing impotence. Society slipped away from individuals and 
individuals from society. 


The cleavage between private and social existence has taken on 
catastrophic proportions toward the end of the liberalistic period. 
New forms of social life are announcing themselves in which the 
individual, as he is, will be transshaped unless he is destroyed. But 
the educated are still indissolubly bound up with man as he existed 
in the past. They still have in mind the individual’s harmony and 
culture, at a time when the task is no longer to humanize the isolated 
individual, which is impossible, but to realize humanity as a whole. 
Even Goethe had to concede that his ideal of the harmonious per- 
sonality had foundered; in our own time, the pursuit of this ideal 
presupposes not only indifference toward the general suffering, but 
the very opposite of the ideal, a distorted personality. 

In Europe, representation and leadership of the masses has 
shifted from the educated to powers more conscious of their task. 
Criticism in art and theory has been replaced by actual hatred 
or by the wisdom of obedience. The opposition of individual 
and society, and of private and social existence, which gave serious- 
ness to the pastime of art, has become obsolete. The so-called 
entertainments, which have taken over the heritage of art, are today 
nothing but popular tonics, like swimming or football. Popularity 
no longer has anything to do with the specific content or the truth 
of artistic productions. In the democratic countries, the final de- 
cision no longer rests with the educated but with the amusement 
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industry. Popularity consists of the unrestricted accommodation of 
the people to what the amusement industry thinks they like. For the 
totalitarian countries, the final decision rests with the managers of 
direct and indirect propaganda, which is by its nature indifferent 
to truth. Competition of artists in the free market, a competition in 
which success was determined by the educated, has become a race 
for the favor of the powers-that-be, the outcome of which is in- 
fluenced by the secret police. Supply and demand are no longer 
regulated by social need but by reasons of state. Popularity, in 
these countries, is as little a result of the free play of forces as any 
other prize; in other countries it shows a similar tendency. 


In a beautiful passage of his book, Dewey explains that com- 
munication is the consequence and not the intention of the artistic 
work. “Indifference to response of the immediate audience is a 
necessary trait of all artists that have something new to say.” 
Today even the imaginary future audience has become questionable, 
because, once again, man within humanity is as solitary and aban- 
doned as humanity within the infinite universe. But the artists, con- 
tinues Dewey, “are animated by a deep conviction that since they 
can only say what they have to say, the trouble is not with their work 
but those who, having eyes, see not, and having ears, hear not.”” 
The only hope remaining is that the deaf ears in Europe imply an 
opposition to the lies that are being hammered at men from all sides 
and that men are following their leaders with their eyes tight shut. 
One day we may learn that in the depths of their hearts, the masses, 
even in fascist countries, secretly knew the truth and disbelieved 
the lie, like katatonic patients who make known only at the end of 
their trance that nothing has escaped them. Therefore it may not 
be entirely senseless to continue speaking a language that is not 
easily understood. 


*Op. cit., p. 104. 
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Spengler Today 
By T. W. Adorno 


It has been suggested that the history of philosophy does not con- 
sist so much in having its problems solved as it does in having them 
forgotten by the intellectual movements they have themselves set in 
motion. Oswald Spengler’s doctrine has been forgotten, and with 
the speed that he himself ascribed to world history when he said 
that it was fast developing the momentum of a catastrophe. After 
an initial popular success German public opinion very quickly turned 
against the book. Official philosophers reproached it for superfici- 
ality, the specific official sciences branded it incompetent and charla- 
tan, and, during the hustle and bustle of the period of German 
inflation and stabilization, the thesis of the Decline of the West’ was 
none too popular. In the meantime, Spengler had laid himself open 
to such an extent in a number of smaller studies arrogant in tone 
and full of cheap antitheses that a negative attitude to him was made 
easy for those who wanted to go on as they were. When in 1922 the 
second volume of the main work appeared, it fell far short of attract- 
ing the attention that had been given to the first, though the second 
was actually the volume that concretely developed the thesis of the 
decline. Laymen who read Spengler as they had read Nietzsche 
and Schopenhauer before him had become estranged from philoso- 
phy. The professional philosophers soon clung to Heidegger who 
gave their listlessness a more sterling and more elevated expression, 
ennobling death (which Spengler had decreed somewhat naturalistic- 
ally) and promising to change the thought of it into an academic 
panacea. Spengler had had his trouble for nothing. His little book 
on man and technics was not allowed to be in the same class as 
the smart philosophical anthropologies of the same time. Hardly 
any notice was taken of his relations with National Socialism, his 
controversy with Hitler, or his death. In Germany today he is pro- 
nounced a grumbler and reactionary in the manipulated, National 
Socialist sense of this word. Abroad, he is regarded as one of the 
ideological accomplices of the new barbarism, a representative of 
the most brutal type of Prussian imperialism. 


1We refer to the translation by Charles Francis Atkinson, Vol. 1, New York 1926; 
Vol. 2, New York 1928. 
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But in spite of all this, there is good reason once again to ask 
whether Spengler’s teaching is true or false. It would be conceding 
too much to him to look to world history, which stepped over him 
on its way to the New Order of the time, for the final judgment upon 
the value of his ideas. There is, however, even less occasion to do 
this, for the course of world history has itself vindicated his imme- 
diate prognoses to an extent that would be astonishing if these prog- 
noses were remembered. The forgotten Spengler takes his revenge 
by threatening to be right. His oblivion bears witness to an intellec- 
tual impotence comparable to the political impotence of the Weimar 
Republic in the face of Hitler. Spengler hardly found an adversary 
who was his equal, and forgetting him has worked as an evasion. 
One has only to read Manfred Schroeter’s book, Der Streit um 
Spengler, with its complete survey of the literature up to 1922, to 
become aware of how completely the German mind failed against 
an opponent to whom all the substantial power of the German phil- 
osophy of history seemed to have passed. Pedantic punctiliousness 
in the concrete, wordy conformist optimism in the idea, and, often 
enough, an involuntary concession of weakness in the assurance that 
after all things are not yet so bad with our culture, or in the sophistic 
trick of undermining Spengler’s relativistic position by exaggerating 
his own relativism—this is all that German philosophy and science 
could bring to bear against a man who rebuked them as a sergeant- 
major would dress down a rookie. Behind their consequential help- 
lessness one could almost suspect the presence of a secret impulse 
to obey the sergeant-major in the end. 


It becomes the more urgent to take a stand against this phil- 
osophy. Let us try, therefore, first to see the force of Spengler by 
comparing some of his theses with our own situation; then, to search 
out the sources of power that give such a force to his philosophy, 
the theoretical and empirical shortcomings of which are so plainly 
evident; and let us finally ask, without being assured of a positive 
answer beforehand, what considerations might possibly be able to 
hold their ground against Spengler without a false posture of 
strength and without the bad conscience of official optimism. 


In order to demonstrate Spengler’s force we shall at first not 
discuss his general historico-philosophical concept of the plant-like 
growth and decay of culture, but the way he directed this philosophy 
of history to the imminent phase of history before us, which he 
termed Caesarism, in analogy with the Roman Empire period. His 
most characteristic predictions pertain to questions of mass domi- 
nation, such as propaganda, mass culture, forms of political manipu- 
lation, particularly to certain tendencies inherent in democracy that 
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threaten to make it turn into dictatorship. In comparison with these 
elements, specifically economic predictions play but a minor role, 
in accordance with Spengler’s general view that economy is not a 
basic social reality but rather an “expression” of particular “soul- 
doms.” The question of monopoly is not raised, although Spengler 
is acutely aware of the cultural consequences of the centralization 
of power. Yet, his insight reaches far enough to disclose certain 
noteworthy economic phenomena, such as the decline of money 
economy. 


A few trains of thought which relate to civilization in the era 
of Caesarism have been selected from his second volume. We begin 
with some quotations on the “physiognomics” of the modern me- 
tropolis. Spengler says of the houses of the big city: “They are, 
generally speaking, no longer houses in which Vesta and Janus, 
Lares and Penates, have any sort of footing, but mere premises 
which have been fashioned, not by blood but by requirements, not 
by feeling but by the spirit of commercial enterprise. So long as 
the hearth has a pious meaning as the actual and genuine centre of 
a family, the old relation to the land is not wholly extinct. But 
when that, too, follows the rest into oblivion, and the mass of ten- 
ants and bed-occupiers in the sea of houses leads a vagrant exist- 
ence from shelter to shelter like the hunters and pastors of the 
“pre”-time, then the intellectual nomad is completely developed. 
This city is a world, is the world. Only as a whole, as a human 
dwelling-place, has it meaning, the houses being merely the stones 
of which it is assembled.”* The image of the latter day city-dweller 
as a second nomad deserves special emphasis. It expresses not only 
fear and estrangement but the dawning “history-less” character of 
a situation in which men experience themselves only as objects of 
opaque processes and in which, between sudden shock and sudden 
oblivion, they are no longer capable of any continuous sense of 
time. Spengler clearly sees the interconnection between pauperiza- 
tion and the new type of man that has fully revealed himself in the 
totalitarian outbreaks: “But always the splendid mass-cities harbour 
lamentable poverty and degraded habits, and the attics and man- 
sards, the cellars and back courts are breeding a new type of raw 
man.”” He knows little about the basic conditions responsible for 
this poverty. But he sees the more clearly the frame of mind grip- 
pirig the masses outside the actual process of production, matters 
usually referred to under the head of “leisure time.” “Tension, 
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when it has become intellectual, knows no form of recreation but 
that which is specific to the world-city—namely, détente, relaxation, 
distraction. Genuine play, joie de vivre, pleasure, inebriation, are 
products of the cosmic beat and as such no longer comprehensible 
in their essence. But the relief of hard, intensive brain-work by 
its opposite—conscious and practised fooling—of intellectual ten- 
sion by the bodily tension of sport, of bodily tension by the sensual 
straining after ‘pleasure’ and the spiritual straining after the “excite- 
ments’ of betting and competitions, of the pure logic of the day’s 
work by a consciously enjoyed mysticism—all this is common to 
the world-cities of all the Civilizations.”* Spengler built this idea 
into the thesis that “art itself becomes a sport.”” He knew neither 
Jazz nor Quiz, but if one were to summarize the most conspicuous 
trends of our present mass culture, one could not find a more preg- 
nant category than that of sport, the hurdling of rhythmical ob- 
stacles, and contest or competition either among the performers or 
between production and audience. The full force of Spengler’s con- 
tempt is hurled at the victims of the advertising culture of our 
epoch. The “residue is the Fellah type.” 


Spengler describes this Fellah type more concretely as resulting 
from an expropriation of human consciousness through the central- 
ized means of public communication. He still conceives of it in terms 
of money power, though he foresees the end of monetary economy. 
According to him, mind, in the sense of limitless autonomy, can 
exist only in relation to the abstract medium of money. However 
this may be, his description is fully correct as regards conditions 
under the totalitarian regime, which has declared an ideological 
war against both money and mind. One could say that Spengler 
became aware of traits in the press that were fully developed only 
later, when the radio came on the scene, just as he raised objections 
against democracy that attained their full weight only when dictator- 
ship established itself. “Democracy has by its newspaper com- 
pletely expelled the book from the mental life of the people. The 
book-world, with its profusion of standpoints that compelled thought 
to select and criticize, is now a real possession only for a few. The 
people reads the one paper, ‘its’ paper, which forces itself through 
the front doors by millions daily, spellbinds the intellect from morn- 
ing to night, drives the book into oblivion by its more engaging 
layout, and if one or another specimen of a book does emerge into 
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visibility, forestalls and eliminates its possible effects by ‘reviewing’ 
it.” Spengler has a sense of the dual character of enlightenment in 
the era of universal domination. “With the political press is bound 
up the need of universal school-education, which in the classical 
world was completely lacking. In this demand there is an element— 
quite unconscious—of desiring to shepherd the masses, as the ob- 
ject of party politics, into the newspaper’s power area. The idealist 
of the early democracy regarded popular education, without arriére 
pensée, as enlightenment pure and simple, and even today one finds 
here and there weak heads that become enthusiastic on the Freedom 
of the Press—but it is precisely this that smooths the path for the 
coming caesars of the world-press. Those who have learnt to read 
succumb to their power, and the visionary self-determination of Late 
democracy issues in a thorough-going determination of the people 
by the powers whom the printed word obeys.”” The things Spengler 
ascribes to the modest press magnates of the first world war have 
blossomed into the technique of manipulated pogroms and spon- 
taneous popular demonstrations. “Without the reader’s observing it, 
the paper, and himself with it, changes masters”*—this has literally 
come true under the Third Reich. Spengler calls it the “style of the 
twentieth century. Today, a democrat of the old school would 
demand, not freedom for the press, but freedom from the press; 
but meantime the leaders have changed themselves into parvenus 
who have to secure their postion (position em. TWA) vis-a-vis the 
masses.”* He prophesies Goebbels: “No tamer has his animals 
more under his power. Unleash the people as reader-mass and it 
will storm through the streets and hurl itself upon the target indi- 
cated, terrifying and breaking windows; a hint to the press-staff and 
it will become quiet and go home. The press today is an army with 
carefully organized arms and branches, with journalists as officers, 
and readers as soldiers. But here, as in every army, the soldier 
obeys blindly, and war-aims and operation-plans change without 
his knowledge. The reader neither knows, nor is allowed to know, 
the purposes for which he is used, nor even the role that he is to 
play. A more appalling caricature of freedom of thought cannot 
be imagined. Formerly a man did not dare to think freely. Now he 
dares, but cannot; his will to think is only a willingness to think 
to order, and this is what he feels as his liberty.”” 
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The specifically political prognoses are no less astonishing. First 
of all a military prediction, which, incidentally, may have been influ- 
enced by certain experiences of the German army command during 
the first world war, experiences that have been put into practice in the 
meantime. Spengler regards the “democratic” principle of universal 
military service as obsolete, together with the tactical means derived 
from it. “The place of the permanent armies as we know them will 
gradually be taken by professional forces of volunteer war-keen sol- 
diers; and from millions we shall revert to hundreds of thousands. But 
ipso facto this second century will be one of actually Contending States. 
These armies are not substitutes for war”—-as was the case, accord- 
ing to Spengler, during the nineteenth century—“they are for war 
and they want war. Within two generations it will be they whose 
will prevails over that of all the comfortables put together. In these 
wars of theirs for the heritage of the whole world, continents will be 
staked, India, China, South Africa, Russia, Islam called out, new 
technics and tactics played and counterplayed. The great cosmo- 
politan foci of power will dispose at their pleasure of smaller states 
—their territory, their economy and their men alike—all that is 
now merely province, passive object, means to end, and its destinies 
are without importance to the great march of things. We ourselves, 
in a very few years, have learnt to take little or no notice of events 
that before the War would have horrified the world.”* But the era 
to which Spengler refers as that of contending states is followed, 
according to him, by a period that is “historyless” in a most sinister 
sense. This paradoxical prognosis is clearly paralleled by the ten- 
dency of present economy to eliminate the market and the dynamics 
of competition. This tendency is directed towards static conditions 
which no longer know of crises in the strictly economic sense of the 
term. The labor of others is appropriated, without any intermediary 
processes, by those in command of the means of production, and the 
life of those who do the work is maintained planfully from above.” 
What Spengler correctly prophesies for the small states as political 
units also begins to materialize among men themselves in the large 
states and particularly among the inhabitants of the powerful totali- 
tarian ones. Here, men have become mere objects. That is why 
history appears to be extinguished. Whatever happens, happens to 
them, not, strictly speaking, through them. Even the greatest strategic 
exploits and triumphal marches retain a touch of illusion and are 
not quite real. The events take place between the oligarchs and 
their specialists in murder. They are not engendered by the inherent 
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dynamics of society but rather subject the latter to an administration 
which sometimes goes so far as to imply annihilation. Night-bomber 
attacks on cities which are left practically defenseless even if they 
put up some sort of defense—this is the sort of history that has been 
established today. Hitler’s edifices in Niirnberg, forsaken as they 
are or. days other than party congresses, have something Egyptian 
about them which ought to have delighted Spengler. They are like 
the monuments of a foreign conqueror, strangely isolated in the sub- 
jugated country. Even Hitler’s voice, sounding as if it came from 
an ivory tower, has the ring of this isolation. 


As objects of political forces men will lose their political will 
and spontaneity. “Once the Imperial Age has arrived, there are no 
more political problems. People manage with the situation as it is 
and the powers that be. In the Period of Contending States, torrents 
of blood had reddened the pavements of all world-cities, so that the 
great truths of Democracy might be turned into actualities, and for 
the winning of rights without which life seemed not worth the living. 
Now these rights are won, but the grandchildren cannot be moved 
even by punishment, to make use of them.’ Spengler’s prediction 
of an essential change within the structure of political parties has 
been corroborated to the letter by National Socialism: the party has 
become a mere “following.” His “physiognomics” of the party are 
extraordinarily impressive, visualizing the kinship between the 
party system and middle class liberalism. “A noble party in a par- 
liament is inwardly just as spurious as a proletarian. Only the 
bourgeoisie is in its natural place there.” He stresses the inherent 
mechanisms which tend to make the party system turn into dictator- 
ship. Such considerations have from the beginning been familiar 
ones to the “cyclical” philosophies of history. Macchiavelli in par- 
ticular developed the idea that the corruption of democratic insti- 
tutions will in the long run engender dictatorship again and again. 
But Spengler, who in a certain sense revives at the end of an epoch 
the position Macchiavelli held at the beginning of that epoch, shows 
himself superior to this early political philosopher in that he has 
had experience of the dialectics of history, though he never calls it 
by name. To him, the principle of democracy develops itself into 
its opposite by force of its own implications. “The period of real 
party government covers scarcely two centuries, and in our case is, 
since the World War, well on the decline. That the entire mass of 
the electorate, actuated by a common impulse, should send up men 
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who are capable of managing their affairs—which is the naive as- 
sumption in all constitutions—is a possibility only in the first rush, 
and presupposes that not even the rudiments of organization by 
definite groups exist. So it was in France 1789 and (in Germany 
TWA) in 1848. An assembly has only to be, and tactical units will 
form at once within it, whose cohesion depends upon the will to 
maintain the dominant position once won, and which, so far from 
regarding themselves as the mouthpieces of their constituents, set 
about making all the expedients of agitation amenable to their 
influence and usable for their purposes. A tendency that has organ- 
ized itself in the people has already ipso facto become the tool of 
the organization and continues steadily along the same path until 
the organization also becomes in turn the tool of the leader. The 
will-to-power is stronger than any theory. In the beginning the lead- 
ing and the apparatus come into existence for the sake of the pro- 
gram. Then they are held on to defensively by their incumbents for 
the sake of power and booty—as is already universally the case 
today, for thousands in every country live on the party and the 
offices and functions that it distributes. Lastly the program vanishes 
from memory, and the organization works for its own sake alone.””* 
Pointing to Germany he foresees the years of minority governments 
that helped Hitler into power: “The German Constitution of 1919— 
standing by virtue of its date on the verge of the decline of democ- 
racy—most naively admits a dictature of the party machines, which 
have attracted all rights into themselves and are seriously respon- 
sible to no one. The notorious system of proportional election and 
the Reichsliste secures their self-recruitment. In place of the ‘people’s’ 
rights, which were axiomated in the Frankfurt Constitution of 1848, 
there is now only the right of parties, which, harmless as it sounds, 
really nurses within itself a Caesarism of the organizations. It must 
be allowed, however, that in this respect it is the most advanced of 
all the constitutions. Its issue is visible already. A few quite small 
alterations and it confers unrestricted power upon individuals.” 
Spengler speaks of the manner in which the course of history makes 
men forget the idea and reality of their own freedom. “The power 
that these abstract ideas”—embodied, according to Spengler, in the 
Contrat Social and the Communist Manifesto— “possess, however, 
scarcely extends in time beyond the two centuries that belong to 
party politics, and their end comes not from refutation, but from 
boredom—which has killed Rousseau long since and will shortly 
kill Marx. Men finally give up, not this or that theory, but the be- 
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lief in theory of any kind and with it the sentimental optimism of 
an eighteenth century that imagined that unsatisfactory actualities 
could be improved by the application of concepts.” “For us, too, — 
let there be no mistake about it—the age of theory is drawing to its 
end.” His prediction that the power to think will die terminates in 
a taboo on thinking which he attempts to justify on the basis of the 
inexorable course of history. 

This touches upon the Archimedean point of Spengler’s scheme. 
His historico-philosophical assertion that the mind (Geist) is dying 
away, and the anti-intellectual consequences deriving from the as- 
sertion, do not relate merely to the “civilization” phase of history 
but are basic elements of Spengler’s estimate of Man. “Truths exist 
for the mind, facts only in relation to life. Historical treatment— 
in my terminology physiognomic tact—is decided by the blood, the 
gift of judging men broadened out into past and future, the innate 
flair for persons and situations, for the event, for that which had to 
be, must have been. It does not consist in bare scientific criticism 
and knowing of data.”* The decisive factor here is the gift of 
judging men, for which the German text has one precise term: 
Menschenkenntnis. We find implicit the Macchiavellian assumption 
of an unchangeable human nature. One has only to recognize human 
nature as base once and for all in order to be able to dispose of it 
once and for all in the expectation that it will ever be the same. 
The gift of judging men in this sense amounts to contempt for men: 
they are like that. The guiding interest of this view is domination, 
and all of Spengler’s categories are shaped to fit this concept. No 
matter what period he deals with, all his sympathy lies with those 
who rule. The disillusioned philosopher of history, when he dis- 
cusses the intelligence and the iron will of modern industrial leaders, 
is apt to flounder like one of the pacifists for whom he professes such 
stubborn contempt. Kinship with the ideal of domination permits 
Spengler the deepest insight whenever the potentialities of this ideal 
are in question and blinds him with hatred as soon as he encounters 
impulses that go beyond the relationships of domination prevailing 
in history up to now. The German systems of idealism tended to 
make fetishes of prodigious universal concepts and, unmoved, to 
sacrifice human existence to them in their theories. This tendency 
—which Schopenhauer, Kierkegaard, and Marx attacked in Hegel— 
Spengler enhances to the point of taking undisguised joy in human 
sacrifice. Where Hegel’s philosophy of history speaks in stark 
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sorrow of “the slaughter-bench of history,” Spengler sees nothing but 
facts; facts, indeed, which according to our temperament and mood 
we might deplore, but which we should best not trouble about if 
we are compliant with historic necessity and if our physiognomics 
take the side of the stronger batallions. “Spengler”—says James 
Shotwell in his remarkable review—“is interested in the great and 
tragic drama which he depicts and wastes little idle sympathy upon 
the victims of the recurring night.” 


Jumping about among cultures as if they were multicolored 
stones and operating, quite disinterestedly, with Fate, Cosmos, blood, 
and mind, the vastness of Spengler’s conception itself expresses the 
motif of domination. He who unhesitatingly strips all phenomena 
down to the formula that “all this has happened before” thereby 
practices a tyranny of categories all too closely akin to the political 
tyranny over which Spengler enthuses so much. He juggles history 
in the columns of his five thousand year plan the way Hitler shunts 
minorities from one country to another. At the end there is no re- 
mainder. Everything fits, and every resistance offered by the concrete 
is liquidated. However inadequate may have been the criticism 
raised against Spengler by the individual cultural sciences, they 
demonstrated a good instinct on one point. The mirage of Spengler’s 
historical Grossraumwirtschaft can be escaped only by the unique 
elements whose stubbornness defies dictatorial pigeonholing. Spen- 
gler, by virtue of his perspective and the sweep of his categories, 
might be superior to those restricted individual sciences. But he is 
also inferior to them by virtue of this very same sweep which he 
achieves by never honestly carrying through the analysis of the inter- 
relationship of concept and detail, preferring to evade it by a con- 
ceptual structure that utilizes the “fact” ideologically in order to 
crush the thought, without ever casting more than a first coordinating 
glance at the actual fact. There is an element here of the spurious 
and pompous that is not unlike the Wilhelmian Siegesallee. Only 
when actuality itself changes into a Siegesallee does it take on the 
form Spengler wishes to attribute to it. The superstition that the 
greatness of a philosophy is a function of its grandiose aspects is a 
bad idealistic heritage, equivalent to the belief that the quality of a 
picture depends upon the sublimeness of its subject matter. Great 
themes do not guarantee greatness of insight. If, as Hegel insists, 
the whole is the truth, it is the truth only if the power of the whole 
enters completely into thé cognition of the particular. Nothing of 
this can be found in Spengler. The particular never reveals any- 
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thing to him that he would not have been aware of beforehand 
through the tables of his comparative survey of cultural morphology. 
He boasts about the physiognomic character of his method. Ac- 
tually his “physiognomics” are bound up with the pretention to 
totality inherent in his categories. Everything individual, no mat- 
ter how remote it may be, becomes to him a cipher of the big, the 
culture. The world is conceived as being so completely governed by 
the classification into cultures that nothing is left that would not 
readily yield to the greatness of the categories and even essentially 
coincide with them.’ This contains an element of truth in so far as 
each historical society up to now tends to crystallize a “totality” 
which does not allow any freedom of the individual item. Totality 
may be characterized as the logical form of oppressive society. 
Spengler’s physiognomics have the merit of directing attention 
towards the “culture” expressed by the individual even where 
the latter assumes an air of freedom behind which universal depend- 
ence is hidden. But this merit is more than counterbalanced. His 
insistence on the universal dependence of the individual items upon 
the whole, upon the totality of the culture which they are supposed to 
express, makes the concrete dependencies which determine the life of 
men disappear in the broad generalizations of them. Hence Spengler 
plays up physiognomics against causality. His physiognomics 
equally dwell upon the passive mass reactions and the concentra- 
tion of power producing them without stressing their causal inter- 
connection and, perhaps, interaction. If this causal interconnection 
is dropped, it becomes possible for Spengler to level relationships 
of social power and dependence down to Destiny and to the quasi- 
biological hour of the cultural soul. He succeeds in metaphysically 
burdening the impotent mass-man with the ignominy historically 
thrust upon him by the Caesars. The physiognomic glance loses 
itself by coordinating the phenomena with a few headlines function- 
ing as the invariants of his “system.” Instead of plunging into the 
expressive character of the phenomena, he swiftly sells under shrill 
advertising slogans the phenomena he has uncharitably raked to- 
gether. For purposes of sale, he rummages through the individual 
sciences on a grand scale. If one were to characterize Spengler him- 
self in the form-language of the civilization he denounces, one 
would have to compare the Decline of the West to a department 
store in which the intellectual agent offers for sale dried literary 
scraps which he has bought up cheaply from the bankrupt estate 
of culture. Spengler reveals the embittered resentment of a German 
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middle class scholar who finally wants to make capital of the treas- 
ure of his learning and to invest it in the most promising branch 
of business, that is, in heavy industry. His proclamation of the 
collapse of culture is wishful thinking. The mind hopes to be 
pardoned by taking the side of its sworn enemy, power, and by 
self-denunciation trains itself to provide anti-ideological ideologies. 
Spengler fulfills Lessing’s aphorism about the man who was prudent 
enough not to be prudent. His insight into the helplessness of liberal 
intellectuals under the shadow of rising totalitarian power makes 
him desert them. The introduction to the Decline of the West contains 
a passage that has become famous: “I can only hope that men of the 
new generation may be moved by this book to devote themselves to 
technics instead of lyrics, the sea instead of the paint-brush, and 
politics instead of epistemology. Better they could not do.”* One 
might easily imagine the personages to whom this was spoken— 
with a respectful side glance. Spengler concurs with their opinion 
that it is high time to bring the young folks once and for all to 
their senses. He begs for the favor of the same leaders who 
later became the sponsors of Realpolitik. Yet Realpolitik does not 
suffice to explain his wrath against paintings, poems and philosophy. 
This wrath betrays a deep sense of the “historyless” stage that 
Spengler depicted with horrified gratification. Where there are no 
longer “political problems” in the traditional sense, and perhaps 
not even irrational “economy,” culture might cease to be the harm- 
less façade which Spengler moves to demolish, unless its decline can 
be secured in time. Culture may then explode the contradictions 
that have apparently been overcome by the regimentation of eco- 
nomic life. Even now the officially promoted culture of Fascist 
countries provokes the laughter and scepticism of those who are 
forced to swallow it. The whole opposition against totalitarianism 
finds its refuge in books, in churches, and in the theater plays of the 
classics which are tolerated because they are so classical and which 
cease to be classical when they are tolerated. Spengler’s verdict 
strikes indiscriminately at official culture and its non-conformist 
opposite. The moving pictures and expressionism are brought to- 
gether by the same death sentence. The undifferentiated verdict 
fits in perfectly with the frame of mind of the wardens of National 
Socialist culture. They scorn their own ideologies as lies, they hate 
truth and can sleep quietly only when no one dares to dream 
any longer. 

1, 41.—It may be noted that Guillaume Appolinaire wrote in France Le poete 
assassiné elaborating precisely the same thesis by means of the surrealist shock. It may 
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The special cultural sciences, particularly in the Anglo-Saxon 
countries, usually visualize Spengler as a metaphysician who is ready 
to assault reality with the arbitrariness of his conceptual construc- 
tions. Next to the idealists, who feel that Spengler has disavowed 
progress in the consciousness of freedom, the positivists are Spen- 
gler’s most irritated opponents. There is no doubt that his philosophy 
does violence to the world, but this is the same violence the world 
must daily suffer in reality. Formerly, history refused to unfold 
itself according to the Hegelian scheme. It now appears to be the 
more willing to freeze according to the Spenglerian one. Whether 
a philosophy is metaphysical or positivist cannot be decided im- 
mediately. Often enough, metaphysicians are only more far-sighted 
or less intimidated positivists. Is Spengler at all the metaphysician 
that he and his enemies like to consider him? He certainly is, 
as long as one remains on a formalistic level. His concepts 
outweigh the empirical exactitude of his data, their “verification” 
is difficult or impossible, and the epistemological tools of his method 
stem from a somewhat rough and primitive irrationalism. If, how- 
ever, one goes by the substance of these concepts, one always meets 
positivist desiderata, above all the cult of the “fact.” Spengler does 
not allow any occasion to pass without slandering the transcendent 
character of truth and without glorifying that which is thus and so 
and no other way, that which only has to be registered and accepted. 
“But in the historical world there are no ideals, but only facts—no 
truths, but only facts. There is no reason, no honesty, no equity, no 
final aim, but only facts, and anyone who does not realize this should 
write books on politics—let him not try to make politics." Essen- 
tially critical insight into the impotence of truth in previous history, 
insight into the predominant power that the mere existent has over 
all attempts on the part of consciousness to break through the circle 
of mere existence—this degenerates in Spengler into a justification 
of the mere existent itself. The fact that something which has power 
and succeeds might yet be wrong—this is an idea utterly inconceiv- 
able to Spengler. Or rather, it is an idea that he spasmodically for- 
bids himself and others. He is seized by rage whenever he comes 
across the voice of the powerless, and yet he has nothing to offer 
against that voice except the statement that it is powerless once and 
for all. Hegel’s doctrine that the actual is rational becomes a mere 
caricature. Spengler maintains the Hegelian mood that the actual 
is pregnant with meaning and rigor and he holds on to Hegel’s 
irony against the reformer of the world (Weltverbesserer), but at 
the same time his thinking in naked categories of domination robs 
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reality of the claim to sense and reasonableness on which alone the 
Hegelian mood is based. Reasonableness and unreasonableness of 
history are the same to Spengler, pure domination, and fact is 
wherever the principle of domination manifests itself. He inces- 
santly imitates Nietzsche’s domineering tone, though he never ab- 
solves himself, as Nietzsche did, from conformity with the world 
as it is. Nietzsche says at one point that Kant used the means of 
science to defend the common man’s prejudices against science. 
Something very similar applies to Spengler. With the tools of meta- 
physics he has defended from the critical opposition of metaphysics 
the positivist cult of facts, their pliancy to the “given.” A second 
Comte, he made positivism into a metaphysics of its own, submissive- 
ness toward existing fact into an amor fati, swimming with the 
stream into “cosmic tact,” and the abnegation of truth into truth 
itself. From this derives his force. 


Spengler stands, together with Klages, Moeller van den Bruck, 
and also Jiinger and Steding, among those theoreticians of extreme 
reaction whose criticism of liberalism proved superior in many re- 
spects to that which came from the left wing. It would be worth 
while to study the causes of this superiority. It is probably due to 
a different attitude towards the complex of “ideology.” The ad- 
herents of dialectical materialism viewed the liberal ideology which 
they criticized largely as a false promise. They did not challenge 
the ideas of humanity, liberty, justice as such, but merely denied 
the claim of our society to represent the realization of these ideas. 
Though they treated the ideologies as illusions, they still found 
them illusions of truth itself. This lent a conciliatory splendor, if 
not to the existent, at least to its “objective tendencies.” Their doc- 
trine of the increase of societal antagonisms, or their statements 
about the potential relapse into barbarism, were hardly taken seri- 
ously. Ideologies were unmasked as apologetic concealments. Yet 
they were rarely conceived as powerful instruments functioning in 
order to change liberal competitive society into a system of imme- 
diate oppression. Thus the question of how the existent can possibly 
be changed by those who are its very victims, psychologically muti- 
lated by its impact, has very rarely been put except by dialecticians 
of the Hegelian tradition, such as Georg von Lukacs. Concepts such 
as those of the masses or of culture were largely exempt from dia- 
lectical criticism. No one cared much about how they were involved 
within the total process of our society. There was no realization that 
the masses in the specific sense of the term are not merely the ma- 
jority of exploited toilers but that their characteristics as “masses” 
are themselves due to the present phase of class society. Nor was 
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there acknowledgment of the extent to which culture is changing 
into a regulative system of class domination. Above all the leftist 
critics failed to notice that the “ideas” themselves, in their abstract 
form, are not merely images of the truth that will later materialize, 
but that they are ailing themselves, afflicted with the same injustice 
under which they are conceived and bound up with the world against 
which they are set. On the right, one could the more easily see 
through the ideologies the more disinterested one was in the truth 
these ideologies contained, in however false a form. All the reaction- 
ary critics follow Nietzsche inasmuch as they regard liberty, human- 
ity, and justice as nothing but a swindle devised by the weak as a pro- 
tection against the strong. As advocates of the strong they can very 
easily point to the contradiction between those ideas—ailing as they 
necessarily are—and reality. Their critique of ideologies is a com- 
fortable one. It consists mainly in shifting from the insight into a 
bad reality to an insight into bad ideas, the latter supposedly proved 
because those ideas have not become reality. The momentum in- 
herent in this cheap criticism is due to its firm bond of understand- 
ing with the powers that be. Spengler and his equals are less the 
prophets of the course of the world spirit than its devoted agents. 
The very form of prognosis practised by Spengler implies an admin- 
istrative deployment of men which puts them out of action. The 
theories against which he rages do not, strictly speaking, prophesy 
at all. To them history is not an eternal interplay of political “power 
relations”; they seek to put a rational end to this selfsame blind 
interplay of powers. They expect everything of men and their 
action, but do not arrange and classify them and figure out what will 
happen. The latter attitude is an index of the very reification of men 
which they strive to overcome, and Spengler emphasizes this atti- 
tude. He insists that what matters to the true historian is to reckon 
to the largest extent with unknown quantities. But one cannot 
reckon with the unknown of humanity. History is no equation. It 
is no analytic judgment at all. To conceive it as such excludes a 
priori the potentiality of Novelty, around which the whole of dia- 
lectical materialism is centered. Conversely, Spengler’s prediction 
of history ever repeating itself reminds us of the myths of Tantalus 
and Sisyphus and the oracular responses that always presage evil. 
He is a fortune teller rather than a prophet. In his gigantic and 
destructive soothsaying the petty bourgeois celebrates his intellectual 
triumph. The morphology of world history serves the same needs as 
graphology in Klages’ denunciation of consciousness. The malicious 
desire of the petty bourgeois to read the future out of handwriting, 
out of the past, or out of the cards implies the same thing that 
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Spengler rancorously blames the victims for: the renunciation of 
conscious self-determination. Spengler identifies himself with power, 
but his theory betrays the impotence of this identification by its 
soothsaying attitude. He is as sure of his case as the hangman after 
the judges have spoken their verdict. The historico-philosophical 
world formula immortalizes his own impotence no less than that of 
the others. 


This characterization of Spengler’s way of thinking may allow 
of some more fundamental critical considerations. We have en- 
deavored to elaborate the positivist features of his metaphysics, his 
resignation to that which is what it is and no more, his elimination 
of the category of potentiality, and his hatred of any thinking that 
takes the possible seriously as against the actual. On one decisive 
point, however, Spengler suspended his positivism—so much so that 
some of his theological reviewers felt entitled to claim him an ally. 
This point occurs when he speaks of the moving power within his- 
tory which he views as the “Seelentum” (souldom), the enigmatic 
yet thoroughly internal quality of a special type of man that, quite 
irrationally, enters history at times. Incidentally, Spengler some- 
times calls this quality “race,” though his concept of race has 
nothing to do with that of the National Socialists; one does not be- 
long to a race, he once declared, one has race. Despite all his 
stress on “facts” and all his skeptical relativism, Spengler hyposta- 
tizes the doctrine of cultural souls as a metaphysical principle that 
serves as the ultimate explanation of the historical dynamic. He 
often asserts that it is closely related to the concept of entelechy of 
Leibniz and Goethe, “geprägte Form, die lebend sich entwickelt.” 
This metaphysics of a collective soul which, like a plant, unfolds 
and dies off makes Spengler a neighbor of the Lebensphilosophen, 
Nietzsche, Simmel and particularly Bergson whom he stigmatizes 
most ruthlessly. It is easy to see why the talk about soul and life 
fits Spengler the tactician. It enables him to call materialism shal- 
low when actually he objects to it only because it is not positivist 
enough for him, the materialists wanting the world to be different 
from what it is. Yet the metaphysics of souldom has more than 
merely tactical import within Spengler’s doctrine. One might call 
it a hidden philosophy of identity. With a little exaggeration one 
might also say that to Spengler world history becomes a history of 
“style.” He considers the historical experiences of mankind to be 
as much the product of men’s inner selves as works of art. The man 
of facts in this case fails to recognize the part played throughout 
history by material needs. The relation between man and nature, 
which engenders the tendency of man to dominate nature, repro- 
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duces itself in man’s domination of other men. This is hardly 
realized in the Decline of the West. Spengler does not see to what 
degree the historical fate glorified by his approach results from 
human interaction with nature. The image of history becomes com- 
pletely esthetic to him. Economy is a “form-world” precisely like 
art; a sphere that is the pure expression of the specific soul of a 
culture, essentially independent of the desiderata involved in the 
reproduction of material life. It is not an accident that Spengler 
becomes helplessly dilettantish whenever he touches upon economic 
problems. He discusses the omnipotence of money in the manner 
of a sectarian agitator denouncing the world-conspiracy of the 
bankers. He fails to appreciate that the means of exchange never 
determine the underlying structure of an economy, and is so fasci- 
nated by the facade of money, by what he calls its “symbolic power,” 
that he mistakes the symbol for the substance itself. He does not 
balk at statements such as that the object of the workers’ movement 
“is not to overcome the money-values, but to possess them.” As 
categories, slave economy, industrial proletariat, and machine tech- 
nics are to him not fundamentally different from plastic arts, 
musical polyphony or infinitesimal calculus. Economic realities dis- 
solve into mere marks of an internal entity. While the cross-con- 
nections thus created between the categories of reality and symbol- 
ism often shed a surprising light upon the unity of historical epochs, 
they lead to complete misstatements about everything that does not 
originate freely and autonomously from the power of human expres- 
sion. What cannot be reduced, as a symbol, to sovereign human 
nature survives in Spengler only in vague references to cosmic 
interconnections. 


Thus, the determinism of Spengler’s conception of history ap- 
pears to yield a second realm of freedom. But it only appears to 
do so. A most paradoxical constellation arises: everything external 
becomes an image of the internal, and no actual process occurs be- 
tween subject and object in Spengler’s philosophy of history. His 
world appears to grow organically out of the substance of the soul, 
like a plant from a seed. By being reduced to the essence of the 
soul, history gains an unbroken organic aspect, closed within itself. 
In this way, however, it becomes even more deterministic. Karl 
Joel declares in his article in the Spengler issue of Logos that 
it is “the whole illness of this significant book that it has forgotten 
man with his productivity and liberty. In spite of all interioriza- 
tion he de-humanizes history and makes it rattle off as a sequence 


"TT, 506. 


322 T. W. Adorno 


of typical natural processes. In spite of all animation (i Durchsee- 
lung) he makes history into something bodily ( verleiblicht) by 
aiming at its ‘morphology’ or ‘physiognomics’ and thus at a com- 
parison of its external appearances, its forms of expression, the par- 
ticular features of its phenomena.”* History, however, is de-human- 
ized not “in spite of all interiorization” but by means of it. Speng- 
ler’s philosophy disdainfully thrusts aside the nature with which 
men have to struggle in history. Instead of this struggle, history 
itself becomes a second nature as blind and fated as vegetable life. 
What we may call the freedom of man consists only in the human 
attempts to break the rule imposed by nature. If that is ignored and 
the historical world is made a mere product of human essence, free- 
dom will be lost in the resulting all-humanity (Allmenschlichkeit) 
of history. Freedom develops only through the natural world’s re- 
sistance to man. Freedom postulates the existence of something 
non-identical. As soon as it is made absolute and its essence, the 
soul, is elevated into the governing principle of the whole world, 
this selfsame principle falls victim to mere existence. The idealist 
arrogance of Spengler’s conception of history and the degradation of 
man implied in it are actually one and the same thing. Culture is 
not, as with Spengler, the life of self-developing collective souls but 
rather the struggle of men for the conditions of their perpetuation. 
Culture thus contains an element of resistance to blind necessity: the 
will for self-determination through Reason. Spengler severs culture 
from mankind’s desire to survive. Culture becomes for him a play 
of the soul with itself. Resistance is eliminated. Thus his very ideal- 
ism becomes subservient to his philosophy of power. Culture fits 
snugly into the realm of blind domination. The self-sufficient 
process that originates from mere inwardness and terminates in 
mere inwardness becomes Destiny, and history decomposes into 
that aimless up and down of cultures, that timelessness which 
Spengler blames upon the late civilizations and which actually 
constitute the nucleus of his own world-plan. Pure soul and pure 
domination coincide, as the Spenglerian soul violently and mer- 
cilessly dominates its own bearers. Real history is ideologically 
transfigured into a history of the soul only in order that the re- 
sisting, rebellious features of man, their consciousness, might be 
the more completely subordinated to blind necessity. Spengler once 
more reveals the affinity between absolute idealism—his doctrine of 
the soul points back to Schelling—and demonic mythology. His 
penchant for mythological ways of thinking can be grasped at cer- 
tain extreme points. The regular time-intervals in different cul- 
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tures, the periodicity of events of a certain meaning “is yet another 
hint that the Cosmic flowings in the form of human lives upon the 
surface of a minor star are not self-contained and independent, but 
stand in deep harmony with the unending movedness of the uni- 
verse. In a small but noteworthy book, R. Mewes, Die Kriegs- und 
Geistesperioden im Völkerleben und Verkündung des nächsten Welt 
krieges (1896), the relation of those war-periods with weather- 
periods, sun-spot cycles, and certain conjunctures of the planets is 
established, and a great war foretold accordingly for the period 
1910-20. But these and numerous similar connections that come 
within the reach of our senses . . . veil a secret that we have to 
respect.” With all his ridicule of civilized mystics, Spengler, 
by such formulations, comes very close to astrological superstition. 
Thus ends the glorification of the soul. 

The recurrence of the ever identical pattern, however, in which 
such a doctrine of fate terminates, is nothing but the perpetual re- 
production of man’s offense against man. The concept of fate that 
subjects men to blind domination reflects the domination exercised 
by men themselves. Whenever Spengler speaks of fate he is deal- 
ing with the subjugation of one group of men by another. The 
metaphysics of the soul supplements his positivism in order to 
hypostatize as eternal and inescapable the principle of a relentless 
self-perpetuating rule. Actually, however, the inescapability of fate 
is defined through domination and injustice. Spengler brings in 
justice as the bad counter-concept to fate, the sublime in history. 
In one of the most brutal passages of his work he complains that 
“the world-feeling of race; the political (and therefore national) 
instinct for fact (‘my country, right or wrong!’); the resolve to be 
the subject and not the object of evolution (for one or the other it 
has to be)—in a word, the will-to-power—has to retreat and make 
room for a tendency of which the standard-bearers are most often 
men without original impulse, but all the more set upon their logic; 
men at home in a world of truths, ideals, and Utopias; bookmen 
who believe that they can replace the actual by the logical, the might 
of facts by an abstract justice, Destiny by Reason. It begins with 
the everlastingly fearful who withdraw themselves out of actuality 
into cells and study-chambers and spiritual communities, and pro- 
claim the nullity of the world’s doings, and it ends in every Culture 
with the apostles of world-peace. Every people has such (historic- 
ally speaking) waste-products. Even their heads constitute physiog- 
nomically a group by themselves. In the ‘history of intellect’ they 
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stand high—and many illustrious names are numbered amongst 
them—but regarded from the point of view of actual history, they 
are inefhcients.”' After this, opposition to Spengler would mean 
historically overcoming the “point of view of actual history”; it 
would mean realizing what is historically possible, what Spengler 
calls impossible only because it has not yet been realized. In sober 
terms and yet with the deepest understanding James Shotwell’s re- 
view gets to the hub of this question: “Winter followed Autumn 
in the past because life was repetitive and was passed within lim- 
ited areas of self-contained economy. Intercourse between societies 
was more predatory than stimulative because mankind had not yet 
discovered the means to maintain culture without an unjust de- 
pendence upon those who had no share in its material blessings. 
From the savage raid and slavery down to the industrial problems 
of today, the recurring civilizations have been largely built upon 
false economic forces, backed up by equally false moral and relig- 
ious casuistry. The civilizations that have come and gone have been 
inherently lacking in equilibrium because they have built upon the 
injustice of exploitation. There is no reason to suppose that modern 
civilization must inevitably repeat this cataclysmatic rhythm.”” This 
insight is capable of shattering Spengler’s whole concept of history. 
If the fall of antiquity were dictated by the autonomous necessity of 
life and by the expression of its “soul,” then indeed it takes on the 
aspect of fatality and by the analogy this aspect carries over to the 
present situation. If, however, as implied by Shotwell’s statement, 
the fall of antiquity can be understood by its unproductive system 
of latifundia and the slave economy related to it, the fatality can 
be mastered if men succeed in overcoming such and similar struc- 
tures of domination. In such a case, Spengler’s universal structure 
reveals itself as a false analogy drawn from a bad solitary hap- 
pening—solitary in spite of its threatening recurrence. 

This, however, involves more than a belief in continuous progress 
and the survival of culture. Spengler has stressed the raw nature of 
culture, and with an emphasis which ought once and for all to shake 
naive confidence in its conciliatory effect. More strikingly than 
almost anyone else, he has demonstrated how this rawness of cul- 
ture again and again drives it toward decay and how, as form and 
order, culture is affiliated with that blind domination which, 
through permanent crises, is always prone to annihilate itself and 
its victims. The essence of culture bears the mark of Death—deny- 
ing this would be weak and sentimental, given Spengler’s theory 
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which has spilled as much of the secrets of culture as Hitler has of 
those of propaganda. There is no chance of evading the magic circle 
of Spengler’s morphology by defaming barbarism and relying upon 
the healthiness of culture. Any such straightforward optimism is 
proscribed by the present situation. Instead, we should become 
aware of the element of barbarism inherent in culture itself. Only 
those considerations that challenge the idea of culture no less than 
they challenge the reality of barbarism have a chance to survive 
Spengler’s verdict. The plant-like culture-soul, the vital “being in 
form,” the unconscious world of symbols, the expressive power of 
which intoxicates him—all these marks of triumphant life are mes- 
sengers of doom wherever they actually manifest themselves. For 
they all bear witness to the coercion and sacrifice which culture lays 
upon man. To trust them and to deny impending doom means only 
to be entangled the more deeply within their deadly jungle. 


Spengler has the prying glance of the hunter who strides merci- 
lessly through the cities of mankind as if they were the wilderness 
they actually are. But one thing has escaped his glance: the forces 
set free by decay. “How does everything that is to be appear so ill” 
(“Wie scheint doch alles Werdende so krank” )—this sentence of 
the poet Georg Trakl transcends Spengler’s landscape. There is a 
passage in the first volume of the Decline of the West that has been 
omitted in the English translation. It refers to Nietzsche. “He used 
the word decadence. In this book, the term Decline of the West 
means the same thing, only more comprehensive, broadened from 
the case before us today into a general historical type of epoch, and 
looked at from the bird’s-eye view of a philosophy of Becoming.”* 
In the world of violence and oppressive life, this decadence is the 
refuge of a better potentiality by virtue of the fact that it refuses 
obedience to this life, its culture, its rawness and sublimity. Those, 
according to Spengler, whom history is going to thrust aside and 
annihilate personify negatively within the negativity of this culture 
that which promises, however weakly, to break the spell of culture 
and to make an end to the horror of pre-history. Their protest is 
our only hope that destiny and force shall not have the last word. 
That which stands against the decline of the west is not the surviving 
culture but the Utopia that is silently embodied in the image of 
decline. 
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Conference Board, Public Regulation of Competitive 
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Simpson, Kemper, Big Business, Efficiency and Fas- 
cism. An Appraisal of the Efficiency of Large Corporations and of 
their Threat to Democracy. Harper & Brothers. New York and London 
1941. (x and 203 pp.; $2.50) 


The American economic scene is dominated by monopolies or monopolis- 
tic groups to a far greater extent than the public has ever assumed. The 
antitrust laws have been unable to check the growth of such tendencies and 
may in a certain way even have contributed to it.! This, in short, is the 
picture unfolded in the hearings of the Congressional TNEC (Temporary 
National Economic Committee), in its over 20,000 printed pages of testi- 
mony and 3,300 exhibits (altogether 31 volumes, and 6 supplements, of 
records of hearings), besides 43 monographs.? Here then is where prob- 
lems arise whose solution is of the utmost importance for the entire set-up 


"See the testimony of Thorp and Arnold in Hearings before the Temporary National 
Economic Committee, U. S. Government Printing Office. Washington, D. C., part 1 (1939, 
Economic Prologue), pp. 112-113. 


*See especially Monographs No. 17, Problems of Small Business, by J. H. Cover, 
N. H. Engle, E.D. Strong, D.R.Nehemkis Jr., W.Saunders, H. Vatter and H.H. Wein; 
and No. 27, The Structure of Industry by W. L. Thorp; and Final Report and Recom- 
mendations of the Temporary National Economic Committee, U.S. Senate, 77th Congress, 
Ist Session, Document No. 35, U.S. Government Printing Office, Washington, D.C. 1941, 
pp. 90-91—See also Hearings......, part 30 (1940, Technology and Concentration of 
Economic Power). 
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of present-day industrial society. The publications under review do not 
solve these problems. They do not answer the question of whether monopoly 
does—or must—hamper or further technological progress! whether such 
progress is or is not inseparable from concentration, whether it does reduce 
the consumer’s chance to satisfy his needs, or does not, letting him rather, 
in the long run, enjoy benefits hitherto unobtainable, whether it must or 
must not result in a stagnation of the productive forces that could be over- 
come by totalitarian regimentation only. What the authors are concerned 
with is but the problem of how monopolization increases, how this process 
can be prevented, and how abuses can be checked. Then, of course, the 
questions to be answered are merely factual ones. It is not the viewpoint 
of society as a whole that prevails but that of the victims of specific monopo- 
listic practices.” 


This reviewer’s critical approach should not, however, be understood as 
belittling the tremendous importance of the publications. The authors per- 
form a real public service by offering proof upon proof and by making 
accessible to many the new facts which were hitherto known to only a few. 
If they do not analyze these facts in their interdependence nor the social 
functions of economic monopoly and the trends inherent in it in their rela- 
tion to the general economic mechanism of society, they only follow the 
same trend as that underlying the TNEC’s approach: also the TNEC investi- 
gation’s central theme has only been the efficiency or inefficiency of the 
existing legal means to check monopoly.? 


The main aspect of monopoly in modern society is the disruption of the 
“automatic” relation between supply and demand. A dwindling demand no 
longer necessarily produces lower prices, but rather a shrinkage of pro- 
duction whilst prices remain rigid. Technical improvements increase un- 
employment and corporate profits, but often do not result in lower retail 


prices. 


The industrial development of the U. S. has been made possible, or at 
least enhanced, by the barrier of protective tariffs.* In the shadow of this 
wall, an enormous concentration process has gone on for years. It is a sort 
of vicious circle. Mass production nowadays requires investments of such a 
size that small or middle-sized enterprises, as a rule, are unable to afford 
them. But the big corporation then desires protection against “unreason- 
able,” “cutthroat” competition. And in order to cover at least their huge 
overhead expenses, such corporations require a reasonably steady sale. 


1See Monograph No. 22, Technology in Our Economy, by H. D. Anderson. 

2See Monograph No. 7, Measurement of the Social Performance of Business, by 
T. J. Kreps and K. R. Wright, which, however, is not concerned with the relation 
between monopolies and society as a whole, but rather with the “social performance 
of business in general, measured in terms of “criteria advanced by such responsible 
business groups as the National Association of Manufacturers and the United States 
Chamber of Commerce” (p. ix). This “social audit of business” refers to the period 
1919 to 1938 and is “limited to only six measurements,” to wit: “Employment,” 
“Production,” “Consumer effort commanded,” “Consumer funds absorbed,” “Payrolls 
and “Dividends and Interest” (pp. 3-4). 

%See Final Report......, pp. 20-21 and 30. 

“See Monographs No. 6, Export Prices and Export Cartels, by M. Gilbert and P. D. 
Dickens, and No. 10, Industrial Concentration and Tariffs, by C. L. James, E. C. Welsh 
and G. Arneson. 
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Hence their tendency to secure “fair” competition! or to exclude competition 
altogether, or to shift it into fields where the investments may not be en- 
dangered (advertising campaigns instead of price wars). All their demands 
ultimately culminate in the demand of the investor that the state should pre- 
vent competition outright and abolish freedom of trade. “In instances com- 
petition itself has become the mother of restraint . . .” (Hamilton, p. 95) .* 

But what is a big corporation? It has been shown to the TNEC 
that one corporation produces 100 per cent of the national output of 
aluminum; 3 produce 86 per cent of the output of automobiles; 3 manu- 
tacture 90 per cent of all cans; 3, 80 per cent of all cigarettes; 4, 78 per 
cent of the copper; 2, 95 per cent of the plate glass, and so on.? Bigness 
can only be determined by comparisons among competitors in a given field. 
A company with a relatively small capital might be a monopoly. If radium 
or tungsten could be found in the United States, a corporation with a few 
million dollars might control the entire output; on the other hand, a cor- 
poration with a capital of hundreds of millions might conceivably, in an- 
other field, only control a small percentage. 

The bigness of corporations has also been measured, e.g. in W. Thorp’s 
testimony before the TNEC,* in terms of balance-sheet figures, such as cor- 
porative assets or income. It has been reported that, in 1937, 394 American 
corporations, i.e., less than 0.1 per cent of the total, owned about 45 per 
cent of all corporate assets, whereas 228,721 corporations, i.e., 55 per cent 
of the total, reported less than 1.5 per cent of the assets.° But for the pur- 
pose of measuring the importance of corporations with respect to their 
position in the market, only their percentage in the total of annual sales or 
output gives us the right measuring red. Balance-sheet figures are more 
important for the much discussed problem of the efficiency of larger cor- 
porations as compared with the medium-sized ones. 

Kemper Simpson® comes to the conclusion that it is the medium-sized 
corporation rather than the giant one which operates with the optimum of 
efficiency. But the computing methods on which he bases his assertion might 
easily be challenged as not being reliable enough to be conclusive. Com- 
paring costs as shown in balance-sheets of different companies without check- 
ing every basic item always exposes the comparison to the criticism that the 
wrong figures may have been compared or that a special situation has not 
been given enough weight.’ 

*Which in itself may already be restraint of trade. If the scope of the antitrust laws 
is to “unleash the productive forces for the benefit of consumers” (Arnold, p. 14), only 
“cutthroat” competition would do. But that would mean, nowadays, the possibilities of 
sudden unemployment of huge numbers of workers and the loss of huge amounts of 
investments. “Confidence” is what business needs. Hence the tendency to permit 
“reasonable” restraint of trade, a concept, by the way, which is not to be found in the 
Sherman Act itself, but was interpreted into it by the U.S. Supreme Court (Standard 
Oil Co. of New Jersey v. United States, [1911] 221 U. S. 1). 

"See also Hamilton-Till, pp. 19-20. 

*See W. Thorp, in Hearings......, part 1, p. 137. 

*Hearings......, part 1, pp. 81-156; see also O’Mahoney, in: Final Report......, pp. 678. 

‘Statistics of Income for 1937, quoted by O’Mahoney, supra, p. 679. 


*See also Monograph No. 13, Relative Efficiency of Large, Medium-sized and Small 
Business, by the Federal Trade Commission, in which study Simpson collaborated. 
"How contradictory (and, as a whole, inconclusive) this kind of comparative in- 


vestigation generally is, is demonstrated in Monograph No. 21, Competition and Monopol. 
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Thurman W. Arnold, the Assistant Attorney General in charge of the 
ATD (Antitrust Division), has done much more than anyone before him to 
protect the consumers from being “milked” by monopolistic groups. Among 
his many publications his newest book stands out as the credo of a crusader 
who sincerely believes that the “power of the few” might be broken by a 
better antitrust law and a better enforcement procedure. But he, too, is only 
concerned with the legal angle. He says that the evil is not bigness in itself, 
but only the abuse of it,—in other words, he takes the monopoly for granted 
and considers it acceptable where it “does increase the efficiency of produc- 
tion or distribution and passes savings on to the consumer” (p. 125). 

The automobile industry would be such a case. In 1938 there were 
only 11 companies or company groups in the passenger car market, 3 of 
which together controlled about 89 per cent of the total sales.! Except in 
the minor field of installment financing, where a test case is pending, the 
auto industry seems to have behaved so that the ATD had no cause to in- 
stitute any action against it. Nevertheless, and even if we admit that in the 
formative years of the industry, i.e., until after the creation of General 
Motors, the application of modern inventions has brought the price of the 
low-price car down to the present level, the “competition” that is going on 
nowadays between the different companies might better be called a mock 
competition: there is practically no competition in terms of prices among 
the several makes;? what appears as such is a competition in gadgets of in- 
significant value but of a certain sales appeal, and a competition in advertis- 
ing. For years, ever since “the coming of age” of the industry, sales volume, 
price and production have not been automatically interdependent as should 
be the case in a truly competitive market.’ 

We do not know for certain whether this condition of the car market has 
been brought about through “artificial” means, such as illegal agreements 
among the manufacturers (no evidence has so far been found) or through, 
what we may call, “natural” means, such as “price leadership” of one of the 
big manufacturers, whose prices may voluntarily be accepted by the com- 
petitors as leads (a wholly legal situation, as far as the antitrust laws are 
concerned).* We use the terms “artificial” and “natural” to differentiate 


1See Monograph No. 36, Reports of the Federal Trade Commission, part III (Report 
on Motor Vehicle Industry Inquiry), pp. 259f. 

“Competition of manufacturers with respect to passenger cars in the low-price class 
is more in volume than in prices . . .” (ibid., p. 262). 

It has been said that the rigidity of car prices is, at least partly, due to the 
circumstance that they are now at such a low level that even a drop of, let us say, 
$100 in a particular make of car would not yield a rise in the number of prospective 
buyers sufficient to secure continuance of a satisfactory rate of profit in spite of the huge 
new investments which would be required to expand plant capacity to the extent needed 
to make such an increase of production possible. Undoubtedly, installment sales and the 
convenience of buying used cars have already tapped the reservoir of low income groups 
otherwise available as buyers of cheaper cars. Nevertheless, there is also no doubt that 
hundreds of thousands of used car buyers would prefer to buy new cars at a lower 
price level. However, existing manufacturers have no reason to be dissatisfied with 
the present set-up of the car market and therefore are induced to shun such a major 
venture as a price war or, what would practically be the same, the introduction of 
revolutionary technical improvements, such as an engine consuming less gasoline or 
a filter making oil changes forever unnecessary. Incidentally, there is still another reason 
against such innovations: they might endanger the interests which the groups control- 
ling the auto industry have in the gasoline and oil business. 


‘See Handler, pp. 40-45. 
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between a situation where manufacturers have to resort to “conspiracy” to 
create monopolistic conditions and a situation where they need not do so, 
i.e., where existing overcapacity and enormity of necessary investments dis- 
courage quite “naturally” potential competitors and thus protect the present 
manufacturers. Gardiner C. Means, in his brilliant 1935 paper on Industrial 
Prices and their Relative Inflexibility, has given a very convincing explana- 
tion of how car prices are controlled by “natural” means, which study has 
been completely confirmed by the results of the TNEC investigation. The 
willingness of the motor-car producers to comply with the law and to refrain 
from “abuse” does not annihilate the monopolistic position they hold. But 
monopoly that complies with the antitrust legislation appears to the crusaders 
as rather “harmless,” and that’s where the crusade necessarily comes to a 


deadlock. 


In many other fields, “natural” preponderance of a few big corpora- 
tions would not as such explain the situation. “Artificial” means for creat- 
ing or enhancing domineering positions are undoubtedly used, and it is 
against such “conspiracies in restraint of trade” that the scope of the anti- 
trust laws is directed. But the legal fight has not been successful. Monopolis- 
tic tendencies have many ways of being put into practice, and many of them 
are too subtle to be caught at once by the slow and inept machinery of the 
law, as, e.g., the distribution of “statistical information” by trade associa- 
tions, in itself a measure apparently innocent enough, but undoubtedly quite 
often used in lieu of open quota allocation agreements. To quote some 
examples of violation of the antitrust laws: there is the basing point system, 
whose illegality, by the way, is not yet fully established.” Then we find, e.g., 
the erection of trade barriers among localities or states,* collusive bidding 


"U.S. Senate, 74th Congress, Ist Session, Document No. 13, Jan. 17, 1935. 


"It is certainly a difficult task to prove that what on the face of it purports to be 
only dissemination of trade statistics might really be a conspiracy under the law. 
See Handler, pp. 18-29, esp. p. 19: “The entire plan has been scrutinized [by the Federal 
Trade Commission and the U.S. Supreme Court] to determine whether it has resulted 
or is likely to result in the elimination of competition. The ultimate question in every 
case has been whether it can fairly be said that implicit in the plan is an agreement or 
understanding with regard to the price or production policy to be pursued by the 
member of the combination . . . The fact that uniformity of prices has resulted from 
the operation of the plan has not been deemed conclusive of illegality.” 


*We quote from the TNEC’s unanimous resolution: “Extensive hearings on basing- 
point systems showed that they are used in many industries as an effective device for 
eliminating price competition. During the last 20 years basing point systems and 
variations of such systems, known technically as “zone pricing systems” and “freight 
equalization systems,” have spread widely in American industry. Many of the products 
of important industries are priced by basing point or analogous systems, such as iron 
and steel, pig iron, cement, lime, lumber and lumber products, brick, asphalt shingles 
and roofing, window glass, white lead, metal lath, building tile, floor tile, gypsum 
plaster, bolts, nuts and rivets, cast-iron soil pipe, range boilers, valves and fittings, 
sewer pipe, power cable, paper, salt, sugar, corn derivatives, industrial alcohol, linseed 
oil, fertilizer and others. The elimination of such systems under existing law would 
involve a costly process of prosecuting separately and individually many industries, and 
place a heavy burden upon antitrust enforcement appropriations. We therefore recom- 
mend that the Congress enact legislation declaring such pricing systems to be illegal” 
(Final Report...., p. 33.)—See also Monograph No. 42, The Basing Point Problem, 
by the Federal Trade Commission. 


‘See Hearings....., part 29 (1941, Interstate Trade Barriers), and Final Report 
pp. 128-131. 


FREE, , 
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in public purchases,! the use of patents to maintain resale price levels and 
other conditions (glass containers, Ethyl gasoline) ,? agreements to restrict 
output (Beryllium, Bausch & Lomb), the prevention of the use of labor- 
saving machinery by labor unions (the make-work system, exclusion of effi- 
cient methods or prefabricated material) ,* agreements regarding sales con- 
ditions (“block-booking” in the motion picture industry)® and, to quote a 
few from a long list of such practices mentioned in testimony before the 
TNEC by Mr. J. A. Horton, Chief Examiner of the Federal Trade Commis- 
sion;® boycott; threats; interference with sources of supply or distributing 
outlets; threats of patent infringement suits not made in good faith; intimida- 


tion;’ bogus independents; allocation of territory among ostensible com- 
petitors, and so on.® 


Plenty of evidence about methods of “restraint of trade” has also been 
presented by Myron W. Watkins and his collaborators. His valuable book, 
a “completely revised and expanded edition of the well-known Conference 
Board study that was first published in 1925,” is a sort of handbook for the 
“uninitiated” business executive, showing which trade practices are un- 
doubtedly illegal, in the light of final decisions and established procedure, 
what can be done without fear of prosecution, and how far the “no-man’s- 
land” of uncertainty extends. It is certainly not the author’s fault that so 
many of the commonly known trade practices seem to lie somewhere be- 
tween the fronts. It may be said that the chief merit of his book, whatever 
his intentions might have been, consists in showing that it is far too op- 
timistic to think that counteracting the consequences and results of monop- 
olization is merely a juridical problem. 


That very often? the consumer is left “holding the bag” as a result of 
the monopolistic tendencies, is obvious. It is, however, very difficult to 
ascertain in dollars and cents the economic consequences of such practices. 
How much consumer’s money is prevented from being used for better living 
or housing by being drained into the tills of the dominating manufacturers 


1See Monograph No. 19, Government Purchasing. An Economic Commentary, by 
M. A. Copeland, C. C. Linnenberg Jr. and D. M. Barbour. 


2See Arnold, pp. 26-28 and 173. 
*See Final Report......, pp. 182f. 
‘See Final Report......, pp. 169-170. 


5See Monograph No. 43, The Motion Picture Industry, a pattern of control, by 
D. Bertrand, W. Duane Evans and E. L. Blanchard; and Arnold, p. 168. 


“See Final Report......, p. 300. 


"Arnold testified about that practice before the TNEC as follows: “They know what 
is going to happen to them if they don’t follow the prices of the largest competitor, and 
they don’t have to go and ask. That was illustrated by the remark of one smaller 
company executive to me in the privacy of my office. I said, ‘Why do you always 
follow the prices of this larger company? What would happen to you, if you didn’t 
follow them?’ He said: “That, Mr. Arnold, is a question which I hope never to be 
able to answer from actual experience.’ There, of course, is the effect of the large man’s 
coming in the field; the small man is simply terrorized”. (Final Report......, ee 

: so Monograph No. 21, supra; No. 34, Control of Unfair Competitive ractices 
Trade Prediice Conference Procedure of the Federal Trade Commission, by the 
Federal Trade Commission; and No. 36, Reports of the Federal Trade Commission, by 
the Federal Trade Commission.—See further Hearings......, passim, on specific fields of 
industry or trade. 


®Not always, see p. 335. 
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as an economically “undeserved” profit is not easily ascertainable. It is 
clear, however, that huge amounts are thus diverted from better use.! 

As for the burning problems of defense, we have only to refer, as a 
matter of public knowledge, to the fact that the serious shortage of aluminum 
which is now hampering the construction of airplanes and which will shortly 
cause the disappearance of aluminum from the civilian market, is admittedly 
due to the refusal of the “ALCOA,” the foremost example of a hundred 
per cent monopoly in American industry, to expand its capacity in time to 
meet the growing demand, and to its—for a long time successful—prevention 
of potential competitors from erecting competing plants. This attitude is 
quite easy to understand: the ALCOA management feared that increased 
plant capacity would not find a wide enough market after the emergency 
had passed. 


Monopolistic interference with actual consumer’s interests or public needs 
is surely established beyond any reasonable doubt. There is no doubt, either, 
that Arnold has succeeded in exposing the “bottlenecks” that threaten busi- 
ness at large because of the private monopolies’ hold on economic life. He 
has not succeeded, however, in outlining methods whereby monopolies 
would be checked without encroaching upon the privileges and property- 
titles of private enterprise as such. The question as to whether such methods 
are possible and how they could work still remains open to discussion. 

The political consequences of the fast growth of monopolistic corpora- 
tions have been described in many hearings before the TNEC and especially 
in Simpson’s book. With the old fashioned equality of opportunity dwindling, 
with the market becoming a domain reserved to a few privileged big com- 
panies, which like to keep their profits undistributed and to re-invest their 
own savings without having to seek new investors,” we find everywhere dis- 
location of the small shopkeepers, increase of unemployment and ever- 
increasing impossibility of absorbing the unemployed into other occupational 
fields. The trend of eliminating small enterprises is being accentuated—in 
the United States as well as in Germany or England—by the stress of the 
present emergency situation. The government departments prefer to deal 
with a few score “reliable” and technically best equipped big companies 
instead of with a crowd of small manufacturers who are not as dependable 
with respect to punctual delivery, etc. With certain raw materials becoming 
scarce and a system of priorities being introduced, it is inevitable that the 
big corporations will fare better than the small ones. Not only do they 
have more “pull,” but their continuous operation is much more indispensable 


than that of the others. 


To this economic process there corresponds a political one: an increase 
of the political influence of the leaders of the big corporations. There have 


*Arnold has pointed out, for example, that the milk consumers of Chicago, after the 
indictment of a combination of interested groups, saved about ten million dollars a year 
(p. 194), and that in Washington, D. C., the ATD prevented a price increase of 2 cents 
a gallon of gasoline which would have cost the consumers two million dollars a year 
(p. 48). In most of the cases mentioned by Arnold, however, the overcharges levied upon 
the consumer cannot be ascertained in figures. He estimates, though, that “investigations 
of newsprint, potash, nitrogen, and steel, which cost a total of about $200,000, have 
saved the consumers of this country $170,000,000” (p. 77). * 


*See Hearings......, part 9 (1939, Savings and Investment): also Mon h N 
Profits, Productive Activities and New Investments, by M. Taitel; and No. 37 So 
Investment and National Income, by O. L. Altman. x : 
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been some legislative attempts to curtail this influence, such as the several 
Corrupt Practices Acts and the two Hatch Acts. Their failure has been 
demonstrated." Of common knowledge also, and substantiated by the in- 
vestigations of the TNEC, is the growth of the powerful “lobbies,” the 
pressure agencies maintained by the big interests.? It has been recognized— 
and this was one of the reasons for the creation of the TNEC—that the 
democratic political system faces a real danger by an unchecked increase of 
the power of monopolistic groups. Can antitrust legislation cast out the 
anti-democratic spirit of monopoly? 

“Antitrust is a symbol of democracy,” says Hamilton (p. 97). Yet, the 
antitrust legislation, “a weapon of policy from another age,”? has proved 
to be very inefficient in checking the growth of monopolistic tendencies. 
After about forty years of inactivity the Federal Government has finally, 
under Roosevelt, started a serious attempt to enforce the laws.* But besides 
the lack of sufficient personnel, law enforcement is hampered by structural 
and procedural defects inherent in any system of penal law: the administra- 
tion has, e.g., no subpoena power and can therefore only proceed to seize 
evidence and to hear witnesses under oath by getting a grand-jury to in- 
vestigate a case with the view of approving an indictment. But grand-juries, 
mainly composed of respectable business men, are as a rule reluctant to 
proffer criminal charges against other respectable business men,? especially 
when the criminal liability of the defendants appears to depend upon com- 
plicated technicalities of law interpretation.® 

The testimony before the TNEC and the publications referred to, es- 
pecially the two excellent monographs of Milton Handler and of Walton 


‘See O. Kirchheimer, “The Historical and Comparative Background of the Hatch 
Law” in: Public Policy, vol. II, 1941, pp. 341f., esp. p. 360. 

?See Monograph No. 26, Economic Power and Political Pressures, by C. C. Blaisdell, 
assisted by J. Greverus. 

®Hamilton-Till, p. 5. 

‘It succeeded in getting the yearly appropriation of the ATD increased from less than 
$300,000 to about $1,300,000, so that instead of an utterly inadequate staff of only 
15 lawyers, at the time the Roosevelt administration came into office, there are now 
about 200 attorneys (see Hamilton-Till, p 24; also Hamilton, p. 58, and Arnold, p. 276) 
busy with investigations, indictments and other matters of enforcement. But even that 
increased number is still very low for an agency which in addition to the antitrust laws 
proper has to take care of the enforcement of 30 odd laws throughout the whole of 
American economy, in comparison with the 2,800 employees of the Civil Aeronautics 
Authority or the 1,200 of the Securities and Exchange Commission ( budget appropriation 
1940: $5,470,000), which have only one or a few laws each to administer and operate 
only in a highly specialized field (Arnold, p. 171). 

5«As often as not they are reluctant to indict persons who belong to their own class 
and are respectable pillars of society”. (Hamilton-Till, p. 52) 


resulting in a 90-95 per cent of output control have been sustained, others covering only 
20 per cent have been declared illegal). 
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Hamilton with Irene Till, as well as Hamilton’s very instructive and com- 
prehensive book,! have given a complete picture of what one may call the 
“heroic” struggle of a man with a “little stick”? against a well armed giant, 
namely, an under-staffed public agency charged with the enforcement of 
old fashioned laws against modern industrial corporations and their trade 
associations, aided by the most expensive legal talent available.* All the 
enthusiasm and zeal shown by ATD staff members (some of them even 
paying investigation expenses out of their own pockets)* have only suc- 
ceeded more or less in breaking up some bottlenecks or enforcing a price 
drop in cases where either the evidence gathered by the Government was of 
such nature that the defendant companies preferred, immediately after an 
indictment, to have the case settled without trial, by consent decree, or where 
the nuisance value of the investigation® was such that the corporations feared 
the ensuing publicity. But in many cases, especially in the most important 
ones, where the defendants may be reasonably sure that a criminal intention 
is not likely to be proven, so that all they have to face is the $5,000 maximum 
fine of the present law,® the existing legislation proves indeed very in- 
adequate to prevent or punish violations to any extent commensurate with 
their frequency. 

Can there be a better and more efficient law? The reforms urged by the 
ATD? consist mainly in increasing the appropriations,® in giving the Gov- 
ernment agencies subpoena power and in “shifting the punitive sanction to 
a civil base? Arnold has stated clearly that the ATD does not intend to 
curtail its activities just because of the possible defendant corporations being 
engaged in national defense work, that, on the contrary, it will “prevent the 
necessities of national defense from becoming a cloak for schemes which 
are motivated only by desire for undue private profit. The antitrust laws are 
the front line of defense against unreasonable use of industrial power” (p. 
67). 

“Streamlining” and “retooling” of the antitrust laws appears therefore 
indeed very necessary. Its basic need will be the replacing of the tedious 
and cumbersome criminal prosecution by administrative control and by a 
speedy civil procedure. 


*See also the material enumerated in note 8, p. 331. 

*Hamilton-Till, p. 23. 

‘In the Madison Oil case there were no less than 101 defense lawyers who leased an 
entire hotel during the trial (Arnold, p. 208). 

“Arnold, p. ix. 


Tt takes the shock of indictments to clean up a bad situation in the distribution of 
a product” (Arnold, p. 204). See also Arnold’s testimony before the TNEC, Final 
Report......, pp. 98f., especially p. 107: “Indeed, I have come to the conclusion that all 
that is necesary to bring unjustified prices down is a grand-jury investigation of persons 
with a guilty conscience”. 


“The risk of a $5,000 penalty is not guaranteed to kill off a conspiracy that promises 
to net five millions” (Hamilton-Till, p. 104). 


"See Final Report....... pp. 261-271. 


*The ATD is already, so to speak, on a “pay-as-you-go” basis. Although it is not meant 
to be a revenue producing agency, it collected about $2,400,000 in fines in the first 
half of the fiscal year 1940, or about twice as much as its expenditures for the whole 
year (Arnold, p. 212). An increase in expenditures, even without increasing the size 
of fines, would doubtless be rewarded with a much higher increase in fine collections. 

*Hamilton-Till, p. 104; see also the “O’Mahoney bill”. S. 2719, 76th Congress, Ist 
Sess. (1939), reprinted in Final Report......, p. 259. . 
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The TNEC has recommended a revision of the patent laws, has adopted 
ihe ATD’s recommendations for the reform of the antitrust legislation and 
has added some recommendations of its own, such as the Federal charter 
for corporations.! It is unlikely that all its recommendations will ever 
become law? But assuming this would come to pass, would or could it 


result in an effective check on the growth of monopoly and monopolistic 
trade practices? 


Provided that Congress would increase ten-fold the appropriation of the 
ATD, the “streamlining” of the laws and a complete overhauling of the 
organization of the ATD® might possibly prevent most of the flagrant abuses 
of economic power which today must remain unhampered because of the 
lack of enforcing personnel and the inadequateness of the “horse and buggy” 
law itself. But it is not abuses that matter! 


Even the best law—a real weapon instead of a nuisance—and the best 
law-enforcing agency could only prevent the growth of monopolistic prac- 
tices by “artificial” means. They could give more protection to the consumer 
than he has now. However, they could not alter the situation as far as volun- 
tary acceptance of price leadership is concerned, nor could they prevent all 
other market curtailments which result from the fact that modern technology 
and the ensuing huge investments have caused a condition where a few cor- 
porations by their very existence and economic power can, very widely and 
without any conspiracy, suspend the law of demand and supply for their 
particular markets. There can be no law to prevent this.® “The industry 
strides ahead, little embarrassed by fetters too out of date to bind. The use 
of litigation to give effect to economic policy is not the happiest of human 
inventions” (Hamilton, p. 82). 


The position of monopolies in modern society is ambivalent. It is doubt- 
ful whether monopolies economically are bad per se. Without the enormous 
technological development resulting from and causing the prevailing monop- 
olistic tendency, mass production would hardly have been possible. Monop- 
olies as the ultimate consequence of concentration are unavoidably linked 
to modern industrialism. What they are and what they stand for is not a 
mere abuse to be ruled out by legislation. 


!Final Report......, pp. 20f. 

2After all, Congress, by permitting vertical price fixing as an exception to the prohi- 
bition of price fixing under the antitrust laws (Miller-Tydings Act of 1936; see the 
interesting discussion between Edwards and Tydings, Final Report....... pp. 142-164) 
has not shown itself to be keenly in favor of a tightening of the antitrust laws and 
“ „there are great pressures to keep down appropriations for actual antitrust enforce- 
ment and to solve our conscience by research and reports on prices which emit feeble 
roars like a toothless lion” (Arnold, p. 295). 

°Giving it for instance a staff of specially trained investigators instead of having 
it depend upon the assignment of personnel by the Federal Bureau of Investigation, who, 
trained as they are to detect murderers and spies, may not be the best available sleuths 
to unravel complicated trade practices. 

“See Monograph No. 21, supra, pp. 314-315. 

5See the discussion between Arnold and O’Connell (Final Report......, pp. 107-108) : 
Arnold: “We restored competitive conditions insofar as is possible with [only] four 
companies operating in the [potash] field . . .” O’Connell: “I know and you know what 
the price structure in potash industry is. . . . It doesn’t seem to me that there is an 
industry where there is effective price competition. . . . I was trying to see whether or not 
there were not areas in which the antitrust laws will not be effective due to competitive 
conditions.” Arnold: “Unquestionably.” 
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The main problem centers, thus, on the question whether industrial 
monopoly as such can be abolished.! As President Roosevelt stated in his 
message of April 29, 1938, recommending the setting up of the TNEC: “The 
power of a few to manage the economic life of the nation must be diffused 
among the many or be transferred to the public and its democratically re- 
sponsible government. If prices are to be managed and administered, if the 
nation’s business is to be allocated by a plan and not by competition, that 
power should not be vested in any private group...” (U. S. Senate, 75th 
Congress, 3d Sess., Document No. 173.) 


Inasmuch as the recommendations of the TNEC are aimed at “diffusing 
among the many” the power to manage the economic life of the nation, they 
will prove insufficient, because laws cannot stop an irreversible social trend. 
This is what the testimony before the TNEC actually proves. This is what 
the additional data presented and discussed in the TNEC monographs and 
in the publications under review are supporting. This is what overshadows 
all theses and arguments aiming at improvement of the antitrust legislation. 


FELIX WEIL (New York). 


Dimock, Marshall E., and Howard K. Hyde, Bureaucracy and 
Trusteeship in Large Corporations. Monograph No. 
11, printed for the use of the Temporary National Economic Committee. 
U. S. Government Printing Office. Washington, D. C. 1940. (144 pp.; 
$0.30) 


Brecht, Arnold, and Comstock Glaser, The Art and Tech- 
nique of Administration in German Ministries. 


Harvard University Press. Cambridge 1940. (xiv and 191 pp.; $2.00) 


Marx, Fritz Morstein, “Bureaucracy and Dictatorship” in: The Re- 
view of Politics, Vol. 3, No. 1, January 1941, pp. 100-117. 


R., Bruno, La Bureaucratisation du Monde. Paris 1939. 
(350 pp.) 


Burnham, James, The Managerial Revolution. What is 
happening in the World. John Day. New York 1941. (296 pp.; $2.50) 


It is generally conceded that the numerical increase of public and private 
bureaucracies has of necessity been accompanied by a manifest growth in 
bureaucratic power and influence. The books under review deal with two 
aspects of the problem that has resulted from these developments, first, its 
more technical and administrative aspect, and second, the social process that 
leads to bureaucratization. 

The first aspect of the problem is the one treated in Marshall E. Dimock 
and Howard K. Hyde’s very thorough and intelligent study of the causes 
and possible correctives of industrial bureaucracy. Having found that 
bureaucracy—characterized by “distribution of functions, hierarchy, and 


*See Monograph No. 25, Recovery Plans. 
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professionalization”—is as much in evidence in large-scale corporations as 
in public administration, and having made clear their conviction that the 
phenomenon is detrimental to social well-being, the authors thresh about 
for possible remedies by way of legislation. Industrial bureaucracy, they 
point out, is an inevitable product of the concentration of economic power, 
and the manifestation of this concentration—half of American industrial 
wealth controlled by 200 large corporations—makes up the factual back- 
ground of the analysis. The result of economic concentration has been 
the well known separation of ownership from control and the consequent 
shift of economic power from the owners (stockholders) to the managers 


be Sy “for all practical purposes without effective check from any source” 
[p. 22). 


Legally, managerial control is made possible through the device of proxy. 
The controlling power of management is rarely vested in any one person; 
even where a company appears to be a one-man show the chief executive 
depends on the advice of his subordinates, the financial, production, and 
similar committees which as a whole constitute the mighty management. 
The separation of ownership from control is the primary factor in the develop- 
ment of bureaucracy; there are five others: the division of authority, the for- 
malization of rules, the growth of corporate institutionalism, the lax definition 
of authority and responsibility, and difficulties of communication and integra- 
tion. The first two of these obviously spring from the concentration of 
economic power mentioned above, the other four seem more or less gen- 
erally to result from the great size of institutions, private or public, which 
brings about confusion of authority and a lack of personal touch. 


To overcome these bureaucratical shortcomings of big corporations, the 
euthors have recommended either practices they have found used in some 
corporations or those they think should be applied. Prominent among struc- 
tural correctives is the demand that the objectives of the business and the 
responsibilities and authority of the managers should be clearly defined; that 
clever standard rules be used as a good substitute for the impractical per- 
sonal touch; that decentralization take place wherever possible and that 
emphasis of public relation may offer an equivalent for the competition that 
is lacking. In the personal realm the maintenance of high morale among the 
laborers, for example by granting them a measure of security, is as impera- 
tive as the selection and development of capable, progressive leadership. 


One of the weak points of administration, the use of standard practices 
as substitutes for the impracticability of personal direction, is the subject 
matter of a book on administration in German ministries written by A. 
Brecht, a former high official in the Prussian Ministry of the Interior, and 
C. Glaser, an official in the United States Department of Agriculture. Theirs 
is a very valuable description of public administration as practised in the 
German ministries over the past forty years. The authors were in the fortu- 
nate position of being able to base their account of the art and technique 
of German ministries on the “Code of Administrative Procedure” which has 
been elaborated during 1924-26 for all German national ministries. The 
translation and annotation of this document fills the greater part of the 
volume, and its presentation seems the more justified since no other coun- 
try has regulated the technical procedure of all national departments by 
means of a detailed and common code. The major theme of their study could 
be described as a demonstration of Max Weber’s thesis on the structure of 


338 Reviews 


bureaucratic rule, namely “that the technique of administration is not im- 
mediately dependent on the political form of the government” (p. vii). 


One could extend this very cautious statement somewhat further and 
make it apply to the personal identity of the administrative bureaucracy 
before and after Hitler or before and during the Fascist regime. But one 
must also not overlook some important structural changes that F. M. Marx 
has shown to have occurred within the public bureaucracy under the “totali- 
tarian” systems. First of all, “totalitarianism” has brought an unprecedented 
growth to bureaucracy. At the same time, “totalitarianism has been held 
to the path of conservation in building its administrative system” (p. 117). 
Both tendencies are to be found in Italy and in Germany: after the “in- 
surgents” took power no mass displacement of public personnel occurred, 
but a change took place in the “atmosphere” of the offices because the offi- 
cials were forced to identify themselves with the new one-party system and 
because the top ranking men in the hierarchy wielded great policy-making 
influence. The latter were significant because they exercised a kind of “veto 
power” over the party and secured the prompt clearance of proposals 
emanating from the central departments. In the second instance, the totali- 
tarian systems broke “the legislative deadlock that accompanied the demise 
of parliamentary government” (p. 117). 


The second group of books goes far beyond the scope of the first: they 
deal with the social processes underlying and leading to bureaucratization. 
Whereas the authors we have discussed so far were careful to base their state- 
ments on plenty of material and experience, we now encounter very sub- 
jective conceptions on matters of vast historic dimension. This is especially 
true of the anonymous French writer, Bruno R., a socialist who diagnoses 
social trends and at the same time appeals to the working class to counteract 
those trends that seem to him not to possess the stringency of historical laws. 
His very simple thesis, one that is more often repeated than confirmed, reads 
as follows. The bureaucracy, which is going to dethrone the bourgeoisie and 
its capitalist economy, will be the new ruling class.1 This is a world wide 
trend that has found its clearest expression in Russia. There the proletarian 
revolution has been betrayed by a bureaucracy which first came to power 
through the October Revolution and which now, under Stalin’s regime, con- 
trols the economy and the state. This bureaucracy, consisting of technicians, 
high-ranking officers, and public administrators, constitutes a new class which, 
aided by the G.P.U., army, and police, exploits the working class. Exploita- 
tion does not take place by way of private property, as was the case with the 
old and now defunct bourgeois economy, but through the collective owner- 
ship of the instruments of production. The ruling class, though numbering 
only about 15 million people, reserves for itself about 40 per cent of the 
social product (an estimate of Trotsky’s). For ideological purposes it employs 
journalists and writers to deceive the workers by scientific means. There is 
only a slight difference between the bureaucracies of the capitalist states 
(the “bureaucratie syndicale”) and the Russian; both aim to perpetuate 
their power, but whereas the capitalist bureaucracy serves the interests of 


"A similar idea was conceived by the Italian theoretician of government Gaetano 
Mosca, a contemporary, of Pareto. Fifty years ago he anticipated the development of 
modern states toward “totalitarianism.” Underlining the prevalence of bureaucracy, he 


cailed the new form the “exclusively bureaucratic” state. His book, Th i 
was published in English in 1939. AS se Bede 
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the bourgeoisie, the Russian serves the interests of its state, that is, of itself. 
For R., there is not much difference between the economic system of Russia 
and that of the “totalitarian” states (both are “collectivisme bureau- 
cratique”), except that a vestige of the capitalist system still survives in the 
latter. The United States, too, is on the way to bureaucratic rule. The “New 
Deal” marks the beginning to this development which will eventually result 
in a complete bureaucratic autocracy. Since the tendency toward the bureau- 
cratic state is a uniform one in all countries, it will finally result in seven 
or eight vast autarchies to replace the great number of small nations. Among 
these autarchies a new economic equilibrium will arise “sur les ruines du 
capitalisme,” provided that no general upheaval (“conflagration”) or prole- 
tarian revolution will forestall this development. 

J. Burnham indulges in a similar historical conception in his vivid book. 
In many respects, he may be considered an unconscious successor of Bruno 
R., though he differs from him in that he is a former socialist who has lost 
all faith in the future of socialism and submitted calmly to the “unavoid- 
able” trend toward a new class society, much as he dislikes it. According 
to his view, we are at present witnessing the transformation of capitalism 
into a new social system, that of “managerial society.” The capitalist sys- 
tem that ruled the world since the fourteenth century ended with the first 
world war, which is to be regarded as the last capitalist war. From then on 
began a change toward the new social system, a change that has been speeded 
up during the second world war, which is also the first war of the new 
society. Though capitalism has abdicated, its successor is not socialism. 
One of the fundamental mistakes of Marxism, says Burnham, was that 
socialism was thought to be the only alternative to capitalism. This is not 
the case, either in reality, as Russia proves, or in theory. The alternative 
to individual control over the instruments of production can be control 
through corporate rights anchored in social institutions. A society in which 
the control of property rests with institutions is naturally not a socialist one, 
not the free, classless, international society of the Marxists. It is rather a 
social system in which the majority of the people are ruled by a small and 
very powerful class of those controlling “access to the means of production 
and of preferential treatment in distribution.” Ruling classes of this kind 
are in the making all over the world; their members are the industrial and 
political “managers,” who have been able to free themselves from the control 
of the purely capitalist groups and from parliamentary institutions. Release 
of the technical manager from the control of the bourgeoisie has been at- 
tained in Russia, is approached in Germany, and is on its way in all nations 
including the United States; “this development is a decisive phase of the 
managerial revolution” (p. 88). The managerial class will build up a new 
economy, a new state and a new ideology. The economy, a type of “cor- 
porate exploitation,” will not be regulated by money to the extent that it 
has been. It will not have economic but political crises, and the function of 
the market will change to a deliberate regulation of production. Political 
sovereignty will be shifted from parliaments to administrative bureaus, the 
active heads of which will play the same role in public administration as the 
industrial managers play in the economy. Moreover, politics and economics 
will be so interwoven that there will be hardly any separation between 
political and industrial officials. Under the political system of the managerial 
society the large number of small sovereign nations characteristic of capital- 
ism will be replaced by three “super-states” dividing the world into three 
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spheres, America, Europe and Asia, and any war in the future will be a 
struggle among these three strategic centers for world control. The capitalist 
ideologies, with their slogans of “individualism,” “opportunity,” etc., which 
have lost their appeal to the masses, will be superseded by the slogans of 
“security,” “planning,” and such, justifying the rule of the managerial class. 
Managerial society, though nowhere a reality, takes shape everywhere. It 
has gone farthest in Russia, still retains some capitalist elements in Germany. 
In the United States, where capitalism is not yet done with, the managerial 
revolution expresses itself in the slow process of governmental interven- 
tion into private economy. 

We find the same mistakes in Burnham’s book regarding governmental 
intervention as we do in Bruno R.’s. But Burnham has at least tried to 
trace the social roots of the managerial class, and in the explanation of 
them we see the principal failure of his theory. The power of the “managers” 
originates in the “separation of ownership and control,” in Burnham’s word- 
ing the “separation of control over access from control over preferential 
treatment in distribution” (p. 94). That is to say, the owners have been 
losing control over access, and those who control it, the managers, “are the 
owners.” This playing with the word “control,” equating it in fact with 
“ownership,” leads Burnham to conclusions that bear no relation to the 
reality. With respect to the United States he has to concede that the bureau- 
crats still have to share control with all the groups of “owners” who stead- 
fastly hold to their capitalist attitude, and with respect to Germany he 
would have gone much further than he has (p. 239), if he had been more 
familiar with German conditions than his examples on page 237 show. 
Again and again Russia remains the only instance for Burnham and Bruno 
R., in which the theory of managerial rule seems to be applicable. And 
this is the only country where capitalism, as we know it, has been radically 
extinguished, 
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The scope and significance of the changes which American farming has 
been undergoing in the last two decades appear all the more impressive when 
seen against the background of the old controversy concerning the economic 
laws governing the development of agriculture. As late as the beginning of 
the century, the census material had been often interpreted as proving the 
victorious advance of the small, independent farm and the breaking-up of 
the big land concentrations. Today there can hardly be any further dis- 
cussion of such once heatedly contested questions as the relative superiority 
of small or large-scale farming, the adaptability of the machine to the re- 
quirements of agricultural production or the trend of land ownership. The 
idyllic conception of a farm world which is hardly affected by changes in its 
economic and social environment has been shattered as mechanization con- 
quered one agricultural operation after the other, as commercial interests 
acquired strongholds in the distribution of agricultural products and as the 
agricultural “ladder,” contrary to expectations, led from farm ownership 
to tenancy, from tenancy to unemployment. 

“In 1787, the year the Constitution was framed, the surplus food pro- 
duced by 19 farmers went to feed 1 city person. In recent years, 19 people 
on farms have produced enough food for 56 non-farm people, plus 10 
living abroad.”! This growth of agricultural productivity was accompanied 
by all the economic and social problems that characterized the history 
of industry. For, agriculture, like industry, pays for the increase of its pro- 
ductive forces with insecurity and poverty and with the separation of millions 
of producers from their means of livelihood. Indeed, the specific conditions 
of agricultural production which have so often been praised as safeguards 
against the social evils of big industry, actually make its transformation into 
a scientific and commercial enterprise even more painful. For many years 
the country’s biggest single industry has been in a state of chaos far too 
involved and serious to be cleared up merely by the working of the market. 

A number of factors have contributed to the present difficulties of Ameri- 
can agriculture which are due to circumstances outside its own sphere, such 
as the loss of foreign markets and the long industrial depression. But other 


1Technological Trends and National Policy, National Resources Committee. U. S. 
Government Printing Office, Washington, D. C. 1937, p. 99. 
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factors have been the direct result of agriculture’s rise 10 technical maturity. 
It is primarily with these “natural” developments and with their effect on the 
farm population that the following review will deal. 


The most striking feature in the present agro-technical picture is the re- 
placement of animal power by mechanical power. The tractor is the repre- 
sentative machine of American farming. It extended the mechanization of 
the planting, cultivating and harvesting operations to an ever increasing 
variety of crops. The number of tractors used on farms rose from 10,000 in 
1910 to more than 1,600,000 in 1939, with almost half of this number— 
746,000—added in the years 1930-1939. According to the estimates of the 
Department of Agriculture an additional 500,000 may be in use within the 
next ten years.! 


But these figures alone, momentous as they are, do not reveal the whole 
picture. Within thirty years, the tractor has been developed from a heavy 
and clumsy machine into a highly dependable and maneuverable instrument. 
Of late, the introduction of pneumatic tires has further improved its traction 
and speed and has cut its operating expenses by 10 to 20 per cent as com- 
pared to those of the steel wheel type. 


The immediate result of the replacement of the farm’s work stock by 
automobile, truck and tractor was the decrease of the number of horses and 
mules from 26,500,000 in 1915 to about 15,000,000 in 1939. The Depart- 
ment of Agriculture sees reasons to assume that there will be a further de- 
crease of 1,500,000 heads in the next 10 years.” The acreage thus released 
from the production of feed to the raising of commercial crops is estimated 
to be between 40 and 50 million acres. The supply of the commercial markets 
has been increased by at least one-eighth merely through this shift from horse 
to tractor. 


The use of more efficient implements and the combination of several 
operations which the tractor’s greater power makes possible, permits better, 
faster and cheaper tillage and harvesting. The number and variety of 
special machines on modern farms is astonishing.* So far, the harvesting 
machines show the greatest advance in mechanization. The most important 
of these and, barring the tractor, the most revolutionary machine in its eco- 
nomic and social effects is still the combined harvester-thresher. “Combined” 
wheat rose from 5 per cent of the total crop in 1920 to 50 per cent in 1938.5 
The introduction of new types of combines with wider ranges of use is 
likely to lead to a further increase in the total number.® 


*T echnology......, p. 12. 
?Technology......, p. 44. 


’See Howard R. Tolley, “An Appraisal of the National Interest in the Agricultural 
Situation” in: American Economic Review, February 1941, p. 113. 

‘In the machine sheds of well equipped farmers can be found a series of plows, 
harrows and cultivators, each of them designed for a special job; various planters, 
among them the multi-row and variable depth-planter; plates for accurate seed place- 
ment; transplanting machines; band fertilizer placement equipment; field ensilage 
cutters; hay pick-up balers; mechanical beet lifter and toppers; potato planting and 
gathering machines; power sprayers and dusters; electric dairy sterilization and milking 
equipment; etc. 

Technology... p. 14. 


‘The number of combines in use on farms rose from about 4,000 to 100,000 in the 
period 1920-1938 (Schmidt, p. 66), and to 110,000 in 1939 (Yearbook......, p. 515). 
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Second in the harvesting machine group is the mechanical corn-picker 
which by now handles 15 per cent of the total corn crop.! In spite of the 
greater technical difficulties which the production of corn offers as compared 
with wheat, its mechanization will undoubtedly increase. In the corn belt, 
the portion of mechanically picked corn has already reached 30 per cent and 
some observers see the day approaching when corn will be machined from 
planting to harvest.? 

When contrasted with the harvester-thresher and the corn-picker, the 
mechanical cotton-picker seems to be still in an experimental stage. The 
perfection and general use of this machine could easily have the same or 
even a greater impact on the agricultural structure of the South than the 
combine had on the wheat plains. The fact that more than 800 patents have 
been taken out on various types of cotton harvesting machines proves the 
universal recognition of the picker’s economic potentialities. Technical de- 
ficiencies and the low cost of labor in the cotton belt have been the main 
obstacles it encountered. But government experts believe that “the mechani- 
cal cotton-picker can be said to be on the horizon.”? This statement must 
sound ominous to hundreds of thousands of croppers. 

The government, experimental stations, agricultural colleges and the 
farm machinery industry are all studying the effect of mechanization with 
regard to the cost of production. A decrease of more than 50 per cent in the 
cost of cotton production per acre (excluding picking) was reported in an 
official study in the South. This extraordinary reduction was due to the re- 
placement of the one mule-half row equipment, commonly used by share- 
croppers, by the tractor-drawn four-row equipment.* The net costs of pro- 
ducing a bushel of corn have been shown to vary from 47 cents to $1.12 and 
those of wheat from 81 cents a bushel to $1.45.5 In the period 1909-1913 
to 1934-36 the amount of labor required to produce wheat fell, on an aver- 
age, from 12.7 man hours to 6.1 hours per acre; to produce oats from 12.5 
to 7.9 hours; to produce corn from 28.7 to 22.5 hours and to produce cotton 
from 105 to 88 hours.® 

The equipping of the farm with mechanical power and the new imple- 
ments which are called for, naturally requires greater capital investment. 
Comparative studies have found the capital requirements to be thirty per 
cent to fifty per cent higher on tractor-operated farms than on farms using 
horses.? Other economists estimate the increase in the value of power and 
implements on tractor-operated farms even higher. 

The running expenses of tractors and trucks are cash expenditures and 
iherefore tend to make the farmer extend his commercial crops, as he does 


The number of machine pickers in use on farms is estimated to have risen from less 
than 10,000 in 1920 to at least 70,000 in 1939 (Schmidt, p. 67). 

2See Paul Schuster Taylor, “Goodby to the Homestead Farm” in: Harper’s Magazine, 
May 1941, pp. 589-597. 

3Technology......, p. 15. 

‘Rochester, p. 172, referring to Mississippi Agricultural Experiment Stations, Bul- 
letin 298, June 1932, p. 12. 

‘Schmidt, p. 75.—Other factors besides mechanization are responsible for the 
difference in production cost expressed in these figures. But on an average the statement 
is justified that efficiently run mechanized farms have the lowest cost of production. 

®*Hearings......, pp. 16941-16944. 

"Illinois Experiment Station Bulletin 395, p. 295, and Iowa Experiment Station 
Research Bulletin 258, pp. 344 and 361. 
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to meet mortgage interests and taxes. But there is an even greater induce- 
ment to expand as he realizes that increased use of his machines will de- 
crease their operating cost. One test revealed that the cost of plowing an 
acre decreased by more than half when the tractor’s working time was in- 
creased from 269 hours to 836 hours annually.! In order to get the full 
benefit of his efficient and expensive mechanical equipment, the farmer must 
take an area under cultivation far greater than the traditional homestead. 

The conflict between mechanized production and traditional farming as 
well as its outcome is most clearly visible in such crops as wheat, corn and 
cotton, fruit and vegetables. Tractor, combine, corn-picker and the other 
modern implements are breaking the old boundary lines and establishing 
a new conception of the farm. Formerly, one man with horses and some 
belp at harvest time could manage 320 acres of wheat land; now with a 
heavy duty tractor he is able to take care of 1,600 acres? The mechanical 
corn-picker is considered to be profitable only when the area to be picked 
exceeds 100 acres. A medium-sized combine requires about 1,000 acres each 
year for maximum efhiciency.? The 160 acre homestead, once considered a 
family-sized farm, is giving way to farms three and four times its size. In the 
western cotton states where mechanization has made greater advances than 
in the old cotton centers, farm families work more than 100 acres today 
compared with 15 or 20 acres in the past.* 

Two ways in which modern machinery creates the conditions favorable 
to its full utilization are “consolidated farming” and “chain farming.” The 
consolidated farm is the result of the merging of formerly independent 
farms into a new production unit; the main characteristic of chain farming 
is the centralized management of a number of farms. Commercial, shipping 
and industrial interests are closely connected with this development which 
in some parts of the country has already created a major problem. California 
offers the best example of urban capital playing an active part in farming. 
In 1935 land concentration had progressed there to such a point that 3.5 
per cent of all farms held 62.3 per cent of all farm land; 10.0 per cent of 
all farms received 53.2 per cent of the 1929 gross farm income; 9.4 per 
cent of all farms spent 65.0 per cent of all expenditures for wage labor in 
1929, and 7.0 per cent of all farms employed 66.0 per cent of all farm 
workers in January 19355 In one of the most intensively cultivated regions 
of California, the Imperial irrigation district, corporations and non-resident 
individuals comprised 65.0 per cent of the owners of farms exceeding 640 
acres and owned 77.0 per cent of the total acreage of this group.* “Many 
of the large owners are shippers, handlers, or packers who acquired owner- 
ship in order to insure themselves of sources of supply.”” The same motives 


*Taylor, loc. cit., p. 590. 


*The Yearbook of Agriculture 1932, U. S. Government Printing Office, Washington, 
D. C. 1933, p. 419. 

*Schmidt, p. 66. 

“Schmidt, p. 72; Bonnen and Magee state in the Journal of Farm Economics for 
August 1938, that within little more than a decade, by introduction of tractors and 
four-row tillage equipment on cotton farms on high plains, the amount of cropland that 
can be handled by a farm family has increased from approximately 100 to approximately 
450 acres. 

®Hearings......, p. 17455. 

"Meyers, p. 11. 

"Ibid. 
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led the cannery and dairy industries into the agricultural field. Insurance 
companies and banks acquired farm property when the owners were unable 
to carry the cost of their credits. Striking details of such multiple owner- 
ship are given by A. Rochester,! whose thorough analytical study approaches 
the subject from a Marxist point of view. Her treatment of the rent problem 
in the agricultural crisis is a valuable contribution, though its merit is some- 
what obscured by the heavy treatment that characterizes the whole book. 


The immediate reasons for the investment of industrial and banking 
capital in agricultural production are varied but this capital once invested 
becomes the most active agent for rational methods of production and 
management. Its efficiency and commercial success makes the managerial 
farm a natural leader in the community. 


Even where industrial capital does not directly own or manage agri- 
cultural enterprises, it makes its influence felt by its position of domination 
in the agricultural market. The production of hops, celery, tomatoes, 
asparagus, carrots, onions, melons, citrus and other commercial crops is 
increasingly regulated by marketing agreements between growers and 
processors or handlers. The need for cheap transportation, large deliveries 
and uniform standards, —all make for greater concentration of such crops.? 
The monopolistic tendencies of the market for farm products have been 
brought out in various official investigations. This rich material—especially 
the interesting Hearings before the Temporary National Economic Commit- 
tee, part 30, and Hoffman’s and Meyer’s instructive Monographs for the 
TNEC—-calls attention to the ever widening influence of industrial and com- 
mercial capital on the agricultural structure. Monopolization is most manifest 
in the processing of agricultural products. The Agricultural Income Inquiry 
of the Federal Trade Commission revealed that in 1934 five tobacco com- 
panies bought 57 per cent of the total American crop; thirteen wheat mills 
processed 65 per cent of all marketed wheat; three meat packers handled 
41 per cent of all cattle, and six dairy and packing firms 32 per cent of all 
milk produced; the three biggest bakeries in 1933 supplied 19 per cent of all 
wheat bread.? One single company, the National Dairy Products Corpora- 
tion, in 1934 handled 9.4 per cent of the total volume of milk produced for 
commercial use; more than 21 per cent of all the ice cream consumed; and 
manufactured and sold approximately one-third of the total supply of cheese 
in the United States.* Two meat packers, together with a creamery com- 


1Examples: On January 1, 1938, according to an estimate of the U. S. Bureau of Agri- 
cultural Economics, life insurance companies owned farm property in excess of $700,- 
000,000. A Senate report of 1936 revealed that 25 insurance companies owned 70,400 
farms. The biggest “farmer” is the Metropolitan Life Insurance Company which possesses 
enough acreage to “make a mile-wide farm from New York to Los Angeles.” Fifty 
thousand to sixty thousand people are living on the Metropolitan’s 7,300 foreclosed 
farms (pp. 110-11). 

?The Annual Report of the Associate Administrator, Agricultural Adjustment Ad- 
ministration, 1939, contains the following illustrations of crop concentration: The esti- 
mated annual farm value of the crops of 385 celery growers in Florida was $3,289,000 
or $8,543 per farm; of 54 tobacco growers in Connecticut (Valley Shade) $3,639,000 or 
$67,333 per farm; and of 79 cantaloupe growers in Imperial and Yuma County 
$9,413,000 or $119,152 per farm. 

3See Rochester, p. 33. 


“Hoffman, p. 28. 
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pany, are the greatest butter handlers and distribute around 20 per cent of 
all butter produced.! 


One of the most impressive illustrations of concentration can be found 
in the field of food distribution. At present, approximately 40 per cent of 
all food stuff distributed by retailers is sold by the corporate grocery 
chains, and another 7 per cent by the super markets? The Great Atlantic 
and Pacific Tea Company, the biggest of the chains, reaches an annual 
business of a billion dollars and in 1935 had about 14 per cent of all the 
business in its field. By vertical integration the chains extend their activities 
into the processing industries and in many cases even into production itself. 
In 1936 the “A & P” owned 40 bakeries; 13 milk plants, including conden- 
series, creameries and cheese plants; 8 coffee roasting plants and 9 general 
factories. It is the third largest firm in the milk canning industry.? 


The polarization of agricultural production into commercial and sub- 
sistence farming, already accelerated by the mechanization, is still further 
advanced by the demands which these big processors and distributors exact 
with regard to price, quantity and quality of the products. At the same 
time, with the market for farm products showing a growing concentration, 
ihe supply of agricultural machinery is almost completely monopolized. In 
1936, four industrial firms sold more than three-quarters of all important 
farm implements.* 


Caught in the pincers of monopoly capital, the competitive struggle of 
the millions of scattered agricultural producers is carried on with all the 
more intensity and fatal results. “For fifty years American agriculture has 
been drifting away from the ideal of the family farm,” writes Schmidt (pp. 
4-5), whose book may be said to follow, on the whole, the New Deal’s ap- 
proach to the farm problem, in spite of occasional criticisms. Today the 
owner-operated farm, free of mortgage debts and reiying only on its own 
land, comprises less than a quarter of the total value of land and farm build- 
ings. The passing of the independent family farm, the history of which is 
so inseparably connected with the history of democracy in America, shows 
itself in the growth of other types of farms, in the rapidly mounting mortgage 
indebtedness, in the “glacier-like drift towards tenancy,”® in the loss of the 


income of the middle-sized farm and in the development of agricultural 
wage labor. 


Farms under 20 acres and over 500 acres comprise the only statistical 
groups which show an increase in number and acreage for the period 1910- 
1935. The acreage expansion of the smallest group is insignificant. In 25 
years, it increased its share from 1.0 to 1.2 per cent of the total farm area. 
But the farms over 1,000 acres raised their portion of the total farm acreage 
from 19 to 29.5 per cent. The farms of 100 to 499 acres suffered the severest 
loss of all. Their share of the total farm land decreased from 53.6 to 44.3 


’Ibid., p. 36. 

*Ibid., pp. 5 and 10. 

*Ibid., pp. 7 and 12. 

“Meyers, p. 30; see also p. 29: “We have here a situation of nearly perfect oligopoly. 
Two firms dominate the industry, four firms have effective control of the dut atl 


eight or ten firms control 90 per cent of the sales of eight implements, 80-90 per cent 
of four implements and 70-80 per cent of five implements.” 


“Schmidt, p. 20. 
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per cent.! It should be noted that this group includes the farms which come 
closest to the popular conception of the typical American family farm. 


About 40 per cent of all owner-operated farms were mortgaged in 1935. 
The ratio of the debt to the total farm value rose from 27.3 per cent in 1910 
to 50.2 in 1935.? The fixed charges of mortgage interests and taxation have 
been an ever-growing burden on the farmer. According to Schmidt (p. 81), 
real estate taxes and mortgage interests took six to eight per cent of the 
farmers’ cash income before the first world war, eight to fourteen in the 
1920’s and nine to twenty-one in the 1930’s. In the depression years, hun- 
dreds of thousands of farmers found themselves unable to cope with this 
unrelenting pressure and lost their properties. The number of forced sales 
of farm real estate in 1925-1930 was 108.0 per thousand and increased to 
189.3 in 1930-1935.3 


Growing concern over the drift from ownership to tenancy led in 1936 
to the appointment of the “President’s Committee on Farm Tenancy.” Its 
report of 1937 was unusually candid and valuable. Tenant farmers are in- 
creasing by the rate of 40,000 annually, and 45 per cent of all America’s 
farm land was rented in 1935 (as compared to 31 per cent in 1900). Fur- 
thermore, the percentage of tenant farms (including croppers) rose from 
25 per cent to 42 in the period 1880-1935. The advance of mechanization, 
one of the main causes of the increase in tenancy, has a different effect on 
the various forms of tenant farming. The prosperous cash tenant can rent 
more acreage to meet the requirements of mechanized production, whereas 
the sharecropper and the sharetenant have hardly any alternative but to 
succumb to the onslaught of the tractor. The small cash tenant finds that 
the sort of farm he desires is becoming rare. Taylor describes numerous 
cases of tenants being forced out by consolidated and chain farming and 
unable to establish themselves anywhere else.’ 


The industrialization of cotton farming means the transformation of the 
sharecropper and sharetenant into a wage laborer with sporadic employment. 
Each tractor pushes two to three farm families out of southern tenancy. 
Government economists estimate that the number of tractors used in the 
South will nearly double within the next decade and that as a result some 
300,000 families now living on farms, may be displaced—and this even 
without the introduction of the mechanical cotton-picker.® 


The man on the lowest rung of the agricultural ladder, the wage laborer, 
has suffered most from the agricultural crisis, the technical advances and the 
crop reduction policy. His chances of climbing to tenancy and eventual 


*Meyers, p. 10. 

2Yearbook......, pp. 743-744. 

*See Rochester, p. 193.—In some states the percentage of foreclosures was much 
higher than this average: “Roughly, 40 farms in every hundred went through a forced 
sale between 1925 and 1935 in the West North Central and Mountain states; and more 
than 30 farms in every hundred in the South Atlantic and East South states.” 
(Ibid., p. 193) 

*Yearbook....... pp. 888-889. 

Only last August a regional official of the United States Department of Agriculture 
told the House Committee on Interstate Migration that twenty-five thousand Middle 
Western farmers are not able to find a farm to rent!” (pp. 589-590) See also Taylor’s 
testimony in Hearings......, pp. 17040-17078. 


“Technology... p. 64. 
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ownership are gone. He is, of all labor, the least protected by legislation or 
unions. Neither minimum wages and maximum hours nor the guaranteed 
right of collective bargaining exist for him. The seasonal character of his 
work condemns him to long periods of unemployment, but he is excluded 
from the benefits of unemployment insurance. The introduction of labor- 
saving devices in a period of curtailed production further eliminates jobs, 
thus increasing competition among the workers and lowering their resistance 
to attacks on their already miserable standards of living. Commercial farming 
is able to draw at any time of the year on a supply of wage laborers more 
than ample to meet all peak-requirements, and it can dismiss them the 
moment they are no longer needed, leaving it to the public relief agencies 
to keep them alive. The seasonal fluctuation of agricultural employment is 
shown by the fact that in January 1935 the census counted about 1,600,000 
wage laborers on farms, whereas 2,700,000 were reported in April 1930. 
The annual average of hired agricultural workers on the first of each month 
has been estimated by the Bureau of Agricultural Economics as having fallen 
from 3,027,000 in 1926 to 2,479,000 in 1939.1 The general trend is towards 
concentration of wage labor on an ever decreasing number of farms.? 


The industrialization of production is changing the farm laborer’s work- 
ing and living conditions. The combined harvester-thresher, for instance, 
has eliminated the need for 80 per cent of the quarter million migratory 
workers that used to follow the ripening wheat crops across the plains. 
Normal requirements in farm production can today be met with about 
1,600,000 fewer workers on farms than in 1929. Almost a million men 
living on farms were reported by the unemployment census of 1937 as either 
totally unemployed or working on emergency relief projects. And more than 
half a million were only partly employed.’ 


The wages of farm laborers are below the earnings of any other group 
of American workers. Considering the months of unemployment, the average 
farm worker’s yearly wage income even in 1929, when wages were relatively 
high, was not more than $350.4 Monthly average wage rates fell from $44.52 
in 1929 to $21.10 in 1933.5 In 1937, the total annual net income per wage 
laborer in various localities in the South ranged from $128 to $156.° In 
April 1939, farm wage rates averaged $1.23 per day with board and $1.53 
per day without board.’ Seven million farm laborers and their dependents 
live under conditions often considered as undesirable and sometimes intoler- 
able. Malnutrition, poor health, ignorance and social apathy are widespread 
among them. “Many farm laborers cannot, or do not, even send their chil- 
dren to school. They do not know the stability and security of being a real, 
integral part of a community, and therefore enjoy almost no social participa- 


*Hearings......, p. 17443. 


*According to Rochester (p. 86), the farms employing wage workers decreased from 
41.8 per cent in 1929 to 22.1 per cent in 1935. 


*Schmidt, p. 30—The “combine” helped to break the powerful organization of the 
ey Workers of the World who had grown strong by their hold on these 
aborers. 


“Schmidt, p. 26. 
"Rochester, p. 151. 
*Hearings......, p. 17441. 
"Rochester, p. 151. 
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tion of any kind. They are a socially isolated, sometimes shifting, some- 
times stagnant group, without anchor, without keel and without direction.”! 

The unemployed wage workers are only a fraction of the surplus popula- 
tion “backed up” on the farms. Long years of industrial inability to absorb 
the country’s labor reserve have made American farming as a whole a most 
overcrowded profession, wasteful in terms of average output per worker, 
unused productive capacity and return on the capital investments. In 1937, 
while the farm population constituted about one-fourth of the total popula- 
tion of the United States, the agricultural income was less than 9 per cent 
of the total national income. One has only to look at the various farm 
income groups to realize that agriculture harbors today millions of families 
and single individuals whose work does not secure them an existence any- 
where near a decent standard of living. In 1929, at the height of prosperity, 
over 1,800,000 farms—more than 25 per cent of all the farms in the country 
—had gross incomes of less than $600. More than a million farm families 
were on relief or rehabilitation rolls at the beginning of 19352 A report of 
the National Resources Committee estimates that in 1935-1936, a year of 
partial recovery, over 600,000 farm families still received some form of 
direct relief, and that of the remaining more than 6,000,000 families, almost 
4 per cent had less than $250 income; 14 per cent between $250 and $500; 
and 18 per cent between $500 and $750. 3,825,000 farm families, more than 
half of all, had less than $1,000 income.® 

These figures reflect the relative unimportance of fifty per cent of all 
farms from the point of view of commercial farming. Indeed, the share in 
the total agricultural output of these fifty per cent is hardly more than one- 
tenth. The other half of the farms not only account for ninety per cent of 
the. total production, but have an unused capacity which could meet the 
whole demand of the market, if higher prices offered the necessary stimulus. 
The potential output of the present agricultural plant is estimated as 25 per 
cent to 50 per cent higher than its actual production.* “If the Corn Belt 
were being run by a great corporation, say the A.T.&T., within twenty years 
it probably would be producing the present supply of pork and lard with 
half as much man-labor as at present, with 35 million instead of the present 
50 million acres in corn, and with probably half as many farms and half 
as many people living on farms. That is the possibility of efficiency and 
commercialization pressed to the extreme,” said the then Secretary of Agri- 
culture, Wallace, in 1936.5 And he continued: “May the day of impersonal 
corporate dominance of a completely efficient and commercialized agriculture 
never come!” These words express very well the dilemma which the govern- 
ment is facing in regard to a farm policy. 


Schmidt, pp. 27-28, quoted from Taylor, C.C., Wheeler, H. W., Kirkpatrick, E.L., 
Disadvantaged Classes in American Agriculture. U.S. Department of Agriculture, 
Washington, D. C. 1938. 

*Schmidt, pp. 32 and 33. 

SConsumer Incomes in the United States: Their Distribution in 1935-36. U. S. 
Government Printing Office, Washington, D.C. 1938. 

“Schmidt, p. 70.—See also p. 71: “The agrobiologist, O. W. Willcox, declares that if 
the most productive methods now known were generally applied, then it would be 
possible for 1,600,000 farmers on 40,000,000 acres to ‚produce as much of our eight 
principle crops as are now produced by six or seven million farmers on about 240,000,000 
acres.” 

"Speech of August 11, 1936. 
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Left to itself, the mechanism of the market would inevitably lead to the 
complete economic ruin of millions of producers, and in all likelihood to 
political chaos. The need for planned agricultural adjustment is so gener- 
ally recognized that the lamentations of a rugged individualist among Ameri- 
can economists, deploring the annihilation of the independent farmer by 
governmental intervention, were cited for their grotesqueness and amusing 
antiquity.! Besides, the American farmer is not inexperienced in the political 
sphere and never hesitated in time of distress to call for government help and 
protection. But it is one thing to recognize the necessity of economic plan- 
ning and another to agree on the goal and the course to follow. The sug- 
gestions as to desirable social ends of governmental policy are as varied and 
contradictory as the interests involved. Some would like to see American 
agriculture reconstructed on the basis of the quickly disappearing family- 
farm; others go even further and would have farming declared a closed field 
and the entrance of new competitors barred by law. But economists are in- 
creasingly inclined to see the same causes at the bottom of the farm problem 
that underlie the disruptions of the whole national economy. 


Farm relief programs are usually arrived at by way of political com- 
promise and they have a tendency to follow the line of least political re- 
sistance. The extremely diversified farm legislation of the last decade con- 
sists of emergency measures necessitated by the desperate farm situation in 
the early 1930’s, and of long-range adjustment programs. Naturally, com- 
mercial farming received the main attention. The influential farm organiza- 
tions with their “lobbies” have been seeing to that. To the New Deal 
belongs the credit of having made itself the spokesman for the less articulate 
strata of the farm population and of having focused public attention on the 
low-income groups, on the plight of the wage worker and sharecropper, on 
child labor, on the concealed unemployment on the farms, on the bad state 
of health, hygiene and education in the countryside. A series of measures 
have been undertaken to alleviate the hard lot of this part of the farm popu- 
lation, to spare them some of the daily drudgery and to give them a minimum 
of security. But even government experts are at a loss to say what eventu- 
ally will become of these people. 


The Yearbook of Agriculture, 1940, is an excellent compilation of the 
various problems facing the Roosevelt administration and of measures 
undertaken by it to improve the situation of the farmers: the creation of a 
wide-flung agricultural credit system; compensation payments to farmers 
for soil conservation; parity prices for farm commodities;? the “ever nor- 
mal granary program” and other marketing devices and agreements, de- 


“Papers and Proceedings of the Fifty-third Annual Meeting of the American Economic 
Association” in: The American Economic Review, February 1941, p. 175. 


"These payments are actually meant as an inducement for the farmer to reduce the 
area of surplus crops. The act was formulated after the Supreme Couri had declared 
the production-control features of the AAA to be unconstitutional. 


*The concept of parity loans and parity prices for agricultural products shows quite 
openly that it is of a political, not economic nature. “Parity” is regarded as the price 
ratio between farm and industrial products that existed in the period 1909-1914, one of 
the best periods American farming ever experienced. The purchasing power of farm 
commodities is quite arbitrarily stabilized at a level and in a way which cannot be 
justified by any economic considerations. The New York Times (May 15, 1941) rightly 
asks: “What would be thought of the proposition that a 1941 automobile should sell 
for the same relative price that an automobile of similar quality sold for in 1914?” 
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as to stabilize prices and to encourage domestic consumption and foreign 
rade. 

The outbreak of the war destroyed the government’s efforts to increase 
agricultural exports by reciprocal trade agreements. Over twelve million 
bales of unsold cotton, almost the equivalent of a year’s crop, are lying in 
warehouses and this year’s bumper wheat crop will further add to the wheat 
carry-over, bringing it well above a half billion bushels. These stocks will 
become powerful weapons in the battle for the reconstruction of Europe but 
“even a return to normal world trade would not solve the problem of cotton 
and wheat surpluses.”1 

All the more attention is given to the possibilities of extending the 
domestic market. Nutrition experts point out that a satisfactory diet for 
every person in the United States would call for a 100 per cent increase in 
the consumption of green vegetables, for a 70 per cent greater consumption 
of tomatoes and citrus, for a 35 per cent greater consumption of eggs etc. 
So far as production is concerned, this goal could easily be reached within 
a few years and the dietary habits of the country developed accordingly. 
But the limited purchasing power of millions of consumers is a more for- 
midable obstacle to overcome.” 

Among the government’s various devices for adjusting production and 
consumption, the Food Stamp Plan deserves special attention. The stamp 
plan’s objective is to raise farm income and at the same time improve the 
dietary standards of low-income consumers. A Federal subsidy is paid to 
the eligible persons in the form of blue stamps which any retail food store 
in the areas where the Plan is in operation accepts for the purchase of 
specified surplus foods. As a rule, the blue stamps are given only on the 
condition that a certain number of orange-colored stamps are bought by 
the participant which he can give in payment for any food product. The 
plan is intended to insure that any surplus product bought with the free blue 
stamps actually represents a net addition to the participant’s food consump- 
tion. Underlying it is the observation that the food demand of the higher- 
income groups is less elastic than that of the low-income groups. By 
diverting a larger share of a certain product from high-income to low-income 
consumers, the plan not only improves the quantity of the latter’s food 
supply but is also expected to raise the market price of this product, since 
the higher-income consumers are inclined to buy their customary supply 
regardless of price changes. This price increase constitutes the farmer’s 
interest in the plan. 

So far, the plan has met with remarkable success. In June 1940, about 
one year after its try-out in Rochester, it has been in operation in 83 cities 
and county areas throughout the country, with 1,500,000 persons par- 
ticipating. This summer, it is expected to reach 5 million people and to dis- 
tribute foods worth $10,000,000 a month. “If the plan were made available 
to all persons in the United States who receive public assistance, it would 


Claude R. Wickard, Agricultural Policy and Abundance in: Survey Graphic, July, 


1941, p. 390. 
2More than 4 million families in the United States with annual incomes under $500 


in 1935-36 spent slightly more than $1 per person per week, or about 5 cents per person 


er meal. | 
a See U. S. National Resources Committee. Consumer Expenditures In The United 


States, Estimates For 1935-36. p. 195. Washington, D. C. 1939. 
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be necessary to provide blue stamps for approximately 15 million people. 
With blue stamp expenditures amounting to $25 to $30 per person per year, 
the cost of the program to the Federal Treasury would be from 375 to 450 
million dollars per year.”! According to the same estimate, it would lead to 
an increase in farm income of 240-440 million dollars. 

The war and the country’s defense program have modified some of the 
basic problems of American agriculture. The industrial boom and the 
military draft are draining the farms’ surplus population. The necessity to 
supply Britain with food and to safeguard the domestic needs have led to a 
new agricultural policy designed to encourage the production of all essential 
food stuffs. The recent legislation has greatly extended the government's 
power over agricultural production and distribution. The impact of the war 
situation accelerates only a development towards state control over the mar- 
ket which is universal as well as irresistible. “There is going to be planning 
in the modern world,” writes the Secretary of Agriculture,” “—either auto- 
cratic planning or democratic planning. As I look forward to the condition 
of the world after this war, I think we can avoid autocratic planning— 
dictatorship—only by proving that we can do a better job with democratic 
planning.” 


Pauz W. Massinc (Quakertown, Pa.). 


Fabricant, Salomon, with the assistance of Julius Shirkin. The 
Output of Manufacturing Industries 1899-1937. 
National Bureau of Economic Research, Inc. New York 1940. (xxi and 
685 pp., 66 tables, 24 charts; $4.50) 


This report deals with the trend of production in American industry, 
with the exception of mining and public utilities. The period covered runs 
for 38 years since 1899. Since only from that year on have reasonably 
adequate data been collected in the U. S. Census of Manufactures. The 
primary interest of this study is in physical output, the actual quantities of 
goods produced in American factories. It was only where other information 
was lacking that the census data on pecuniary value were used, and then 
merely to supplement the deficiencies in the information on physical output. 
So, freed of money-mysteries, this study offers extraordinarily important 
material—though such as should only be used critically—for an examination 
of changes that occurred in the material state of the population during the 
period from 1899 to 1937, changes measured not by gold but by quantity of 
goods actually on disposal. It is to be noted, thus, that the study has not 
treated cyclical changes but deals exclusively with the most persistent shifts 
in production. 

Evaluation of the rich material offered by the book demands painstaking 
and detailed analysis. In this review, however, we shall limit ourselves to 
brief comment on the contents and chief results. 

In chapter 3 the author deals with changes in the total manufacturing 
output. During the years 1899 to 1937 physical output grew 276 per cent, 


Economic Analysis of the Food Stamp Plan, . .. p. 86. 
"Claude R. Wickard, loc. cit. 


Reviews 353 


representing an annual increase of 3.5 per cent on the average, while in- 
crease in population during the same period ran to only 73 per cent or 
1.4 per cent per annum. On the other hand, the Day-Thomas Index for the 
same years shows a rise of only 203 per cent (p. 47), indicating that the 
greater rate of increase disclosed by the National Bureau index was based 
on a greater number of industries, many of them new, rapidly rising ones, 
such as rayon and rayon goods (p. 49). Were there the possibility of de- 
termining the improved quality of the product statistically, the rate of in- 
crease in output would be still greater. Calculated per capita of the popula- 
tion, the increase in manufacturing for the period designated comes to 120 
per cent. The author stresses that it does not follow from this rate of increase 
that there was an equivalent “rise in the per capita consumption of finished 
processed goods” (p. 52) since the total output includes not only consumers 
goods but capital goods as well. But—and this is a serious defect in the 
book—the author nowhere carries through a division of the physical output 
into the two familiar categories of producers goods and consumers goods 
on the basis of the statistical data, but merely states quite generally that 
“it is probable that the rise of 120 per cent in the per capita net output of 
manufacturing industries from 1899 to 1937 overstates the gain in per 
capita production of finished processed goods” and the probable increase is, 
quite arbitrarily, put at an estimate of about 100 per cent per capita. 


This result of the National Research Bureau’s analysis must be sharply 
questioned. Did the material living standard of the broad mass of the popu- 
lation—expressed in goods—actually rise 100 per cent during the latter 38 
years? Since the mass of capital goods increased much more quickly in the 
course of productive development than the production of consumers goods, 
the average growth of the total manufacturing output of production must 
consequently be very strongly overstated. For example, the machinery 
group as a whole increased its value “almost 50 per cent more than did 
all manufacturing industries combined” (p. 297). This machinery group, 
considered by itself, shows a growth of close to 400 per cent in the 38 year 
period under discussion (p. 298). The increase in total output of transpor- 
tation equipment was even greater (p. 313). 


It follows from this that the per capita increase in quantity of goods 
actually consumed must be considered significantly less than 100 per cent. 
This seems to be confirmed by the data the author himself presents on the 
two most important consumers goods industries, food and textile. In the 
food industry group, for example, the increase during the period reported 
comes to 156 per cent (p. 142) as against a population increase of 73 per 
cent. This would signify a real increase of only 48 per cent in consumers 
goods. Since, moreover, it is precisely in the food industry that a stronger 
shift takes place from home made to factory made goods, the real increase in 
tood production becomes even further reduced, and the author himself 
arrives at the result that the index of increase in per capita consumption of 
processed goods is overstated (p. 144). Incidentally, the author in a foot- 
note further weakens the value of his calculation: “If caloric content, rather 
than value added per unit, had been used as the coefficient, it is possible 
that no increase in per capita consumption would have been found” (p. 144). 
We must ask, therefore, what can be the value of the indices that show an 
increase of 100 per cent in the output of consumers goods? The danger 
remains that they might become slogans which can be lightly used for 
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political propaganda. According to Robert F. Martin! the realized national 
income per capita, adjusted by the General Price Level, increased from $456 
in 1899 to $531 in 1938 (after it had passed through an artificial inflation 
in the post-war decade up to 1929). The per capita increase in real income 
thus came to barely 17 per cent in these 38 years. The unusually great dif- 
ference in Martin’s and Fabricant’s researches shows that the statistical 
methods of research are still in their beginning stages and require further 


improvement. Fabricant’s work, however, is most welcome as a step along 
this path. 


Griffin, John I., Strikes, a Study in Quantitative Economics. Colum- 
bia University Press. New York 1939. (319 pp.; $4.00) 


Cooke, Morris L., and Philip Murray, Organized Labor and 
Production. Harper & Brothers. New York 1939. (277 pp.; $2.50) 


Ziskind, David, One Thousand Strikes of Government 


Employees. Columbia University Press. New York 1940. (279 pp.; 
$3.00) 


Galenson, Walter, Rival Unionism in the United States. 
American Council on Public Affairs. New York 1940. (317 pp.; $3.25) 


Sharp, Malcolm and Gregory, Charles D., Social Change and 
Labor Law. The University of Chicago Press. Chicago 1939. (175 
pp.; $2.00) 

Written Trade Agreements in Collective Bargaining. National Labor Relation 
Board, Bulletin No. 4. 1939. (359 pp.) 


Dawson, Marshall, Problems of Workmen’s Compensation 
Administration in the United States and Canada. U. S. De- 
partment of Labor. Bureau of Labor Statistics. Bulletin No. 672. 1940. 
(229 pp.) 

Administration of the Fair Labor Standards Act of October 1938. 2 vols. 
(mimeographed ) 

National Labor Relations Board. (mimeographed) 

The Walsh-Healey Act. Division of Public Contracts, Department of Labor. 


The last three volumes are the monographs No. 12, 18, and 1 of the Attorney 
General's Committee on Administrative Procedure (1940). 


One of the significant facts about publications in the field of labor law 
and labor relations is the superiority of the governmental reports over the 
academic treatises, especially in labor law and not so much in labor econo- 
mics. In the books under review this fact is amply illustrated. The reason 
seems to lie in the lack of any theory of labor law which would serve as 
the raison d’étre for academic publications in the field. It is even impossible 
to circumscribe the field of labor law and to delimit it from other disciplines, 


*Robert F. Martin, National Income in the United States 1799-1938. National Indus- 
trial Conference Board Studies, #241, New York 1939, pp. 6-7. 
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so that textbooks on labor law might be more than just chapters without any 
connecting link. 

As the title already indicates, Mr. Griffin’s book is concerned only with 
the measurable aspect of strikes. “Imponderables” are not handled. In con- 
sequence, the development of a theory of strikes is rendered impossible and 
the author indeed comes to the result “that there is no dominant trend, there 
is no basis for forecasting.” 


A certain value can nevertheless not be denied to the book. The concretiz- 
ing of a theory of strikes is not possible without quantitative analysis. This 
analysis, which the author has undertaken of the statistics of the past 58 years, 
yields him the following results: Economically, strikes are closely connected 
with the course of competition. In the degree that prices rise, strikes increase, 
and with the fall of prices, the number of strikes decline. Politically, the 
periods of abundant and far reaching strikes fall together with periods of 
active interference on the part of the administration with the workers move- 
ment. Organizationally, where there exists an old trade union, the number of 
strikes is high. The results are founded on the official statistics on strikes in 
the United States and on specific researches of the author in Massachusetts 


and New York. 


All the statistics set forth and therewith also the conclusions drawn by the 
author exhibit decisive weaknesses which make clear anew that without a 
definite economic and social theory, quantitative analysis conceals the true 
state of affairs. European experiences have made evident definite regularities 
which can be summarized in a few theses, and it would be of eminent interest 
to examine the validity the European development has for the United States. 


Europe has shown the following: 1) Unions beget powerful employers 
associations. 2) The social reform policy of unions facilitates the process of 
concentration of capital and monopolization. 3) Mechanization, concentration, 
and monopolization change the social structure of the working classes. Un- 
skilled, semi-skilled, female foremen and office employees hold ascendancy 
over skilled workers. 4) Thereby the significance of traditional craft organi- 
zations diminishes, 5) the importance of the state apparatus grows and 6) 
reduces therewith the political influence of the craft guilds. 7) Statistics show 
that from the moment unions receive formal recognition, the free collective 
agreement and the strike lose so strongly in importance that direct state 
encroachment becomes the most important political means for governing 
workers’ relationships. 

Whether these regularities have already broken through in the United 
States cannot be judged. 

The theoretical import of the book by Cooke and Murray is slight, its 
political significance great. Cooke is an engineer who through his work in 
scientific management and through his practical activities in this field, has 
made a great name in public and semi-public companies. Murray is now 
President of the Congress of Industrial Organizations. The book is an im- 
portant key to judging the political and economic theories of the C. I. O. Does 
the C. I. O. have a fundamentally different ideology from the A. F. of L., or 
are the distinctions between them rather of a tactical nature? On the basis 
of a reading of the book we must come to the conclusion that the theories of 
the A. F. of L. and C. I. O. are not basically different. The authors, who 


belong to different camps, come to the same result. In their opinion, the 
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period of economic expansion is not yet closed, because the need of present 
society for consumers and producers goods has never been as great as it is 
now. The problem of unemployment, in their opinion, can be solved in and 
through the present order of society, provided that a few revisions be made 
in it. These revisions are full recognition of trade unions, recognition of 
collective agreements as a means of stabilizing and normalizing the relations 
between those who labor and those who employ labor, and a certain degree 
of industrial democracy which gives the employees associations an oppor- 
tunity to have a say in the affairs of business and industrial management. 
The authors regard it as clearly ideal that a great corporation at present 
discusses the question whether it is suitable to call a union chairman into the 
directing board of the company. 


Trade union recognition, industrial democracy, and public works are in 
their view the institutions that make possible a full productivity and that will 
solve the unemployment problem. The program offered is thus nothing but 
a summing up of all the reformist programs of the European trade unions of 
the last twenty years. 


The larger section of Dr. Ziskind’s book is devoted to a detailed de- 
scription of strikes of government employees, using sources that have never 
been accessible before. To this extent the merit of the book is beyond dispute. 
Evaluation of the many facts assembled shows, however, a serious deficiency, 
especially in the discussion of the legal aspects of government strikes. “The 
right to strike is rooted in the freedom of men.” Very true, if the notion of 
right is clearly defined. There is no right to strike if right is understood as an 
enforceable claim against the contractual partner. There is, however, a right 
to strike if right means only the freedom to stop work, whatever the con- 
sequences of that stoppage may be. Thus understood, the government em- 
ployee may strike like any other employee. 


The value of the investigation would have been really great if the author 
would have analyzed the consequences of strikes for the different categories of 
employees. That would, in my view, have necessitated a classification among 
the government employees, an undertaking which the author rejects as im- 
possible. The right to strike will considerably differ as between those govern- 
ment employees exercising sovereign functions and those carrying on merely 
technical functions. 


Dr. Galenson’s book is a doctoral dissertation at Columbia University 
and an excellent contribution to the problem of rival unionism besides. He 
distinguishes rival unions, that is, competing unions, from dual unions, that 
is, the mere coexistence of two or more unions without competition. The 
distinction is helpful and clarifies the whole analysis that follows. The author 
deals with the history of rival unionism, its causes, the tactics applied, the 
legal principles involved, the attitude of the common law and finally the 
impact of recent legislation. The study of the Wagner Act is especially 
enlightening. The author ends with a legislative proposal to mitigate the 
harshness of jurisdictional disputes for the employer and the consumer. He 
suggests prohibiting picketing by a minority union for a period of one year 
after the union is certified by the Board. The author himself raises and dis- 
cards the objection that this provision would lead to a restriction of the 
minority’s right to strike. Much as I believe that jurisdictional disputes 
should not be fought at the expense of the employer and the public, they 
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cannot be eliminated simply by depriving a minority union of the one weapon 
which makes its strike possible. 

A review of the lectures by Messrs. Sharp and Gregory is a very difficult 
task. Though the book deals with a decisive problem which has never been 
adequately discussed, it lacks an hypothesis and conclusion. It is thus nearly 
impossible to recognize what the authors really want to say. The second part 
of the lectures deal with government control of labor disputes and discusses 
many important problems in their historical development, — from the English 
statute of labor of 1349 to the National Labor Relations Act. The discussion 
specific problems is always stimulating, yet one fails to see a connecting 
idea. 

Written Trade Agreements contains an excellent discussion of the role 
and the spread of the written trade agreements in many industries. The survey 
is introduced by an incisive discussion of the essentials of collective bargain- 
ing and a survey of the historical development of the written agreement. The 
treatment of these two problems is, in spite of the briefness, a model of 
clarity and precision. 

This laudatory judgment equally applies to the publication of the Bureau 
of Labor Statistics on Workmen’s Compensation. It is an invaluable study, 
discussing the various types of workmen’s compensation laws in their opera- 
tion. An appendix (written by Max D. Kossoris) deals with the experience 
with silicosis in relation to the Wisconsin laws. 

The three following publications are produced by the Attorney General’s 
Committee on Administrative Procedure under the directorship of Professor 
Walter Gellhorn of Columbia University. They are the monographs to which 
the President referred when he vetoed the Logan-Walter Bill which attempted 
to subject administrative acts to judicial review. 

The monograph dealing with the Fair Labor Standards Act of 1938 is 
the only existing thorough analysis of the act’s operation. The monograph on 
the National Labor Relations Board reveals two outstanding problems. The 
Board has two tasks which are legally and sociologically completely different: 
the determination of the exclusive bargaining agency and the adjudication of 
unfair labor practices. The first function is typically administrative. The 
superiority of the Board’s activities over those of courts can only be fully 
appreciated if we compare it with the German system where the very same 
problem, though in another legal form, were decided by courts which so 
hopelessly muddled it that in spite of a large number of decisions of the 
Federal Supreme Labor Court, it was never quite possible to find out whether 
and how far a collective agreement of the craft union was applicable to 
members of the craft union employed in another industry. We cannot here 
deal with the problem whether the solution which the National Labor 
Relations Board has elaborated is sound. It is decisive that only an admin- 
istrative agency is capable of dealing with the problem. The determination of 
unfair labor practices is not an administrative but rather a judicial function. 
Yet, to refer such cases to the courts and to apply strict rules of evidence 
would mean an end of the protection afforded against unfair discrimination 
on the part of the employer. The Weimar Republic may again serve as 
a comparison. The Weimar Constitution (Article 159) protected employees 
against any discrimination because of their membership in a union. Yet, the 
task of demonstrating before a court that there existed a causal nexus between 
dismissal and union membership proved almost impossible. It is my con- 
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viction that the Board will be able effectively to sustain the life of the act if it 
sticks to the admissibility of evidence “which in the daily life of employers 
and employees appears to have probative force.” Unfortunately, the mono- 
graph is very brief on this point. 

The pamphlet dealing with the administration of the Walsh-Healy Act of 
1936 assumes special significance today. With the growth of the national 
defense program the realm of the act must necessarily widen and its provisions 
assume a far greater importance than any other kind of minimum wage or 
maximum hour legislation. Adequately handled, the act may, next to the 
Wagner Act, become the cornerstone for the establishment of rational labor 
relations. The admirable monograph points out some weaknesses which may 
ultimately lead to making the act inoperative. The first lies in the application 
of the blacklist sanction, that is, the prohibition of a public contract to 
anyone who has been found to have violated the act, unless the Secretary of 
Labor specifically recommends otherwise. The blacklisting, which is far more 
powerful than a criminal fine or even imprisonment, creates a tremendous 
responsibility for the Secretary of Labor. It is thus no wonder that the 
sanction is applied only with great reluctance. Yet, too great a reluctance 
may lead to the disruption of the act. The problem will be to vest the authority 
of blacklisting in some administrative body with greater authority, —perhaps, 
as reports suggest, in some inter-departmental agency. It could certainly not be 
an administrative tribunal or court, since the kind of decision involved is 
fundamentally a matter of policy-shaping. 

The second defect appears to lie in the method of field inspection. It is 
at this point that the trade union has to be involved and that the lack of 
legally recognized works councils elected by all employees becomes visible. 
Nothing in the act prevents the trade unions from filing a complaint, hearing 
witnesses, and preparing the material for the field inspector. With the increase 
of the number of manufacturers working for national defense, the Department 
of Labor will either have to increase the number of field inspectors or will 
have to resort to close collaboration with the trade union. 


Franz L. Neumann (New York). 


Nickerson, Hoffman, The Armed Horde 1793-1939. A Study 
of the Rise, Survival, and Decline of the Mass Army. G. P. Putnam’s 
Sons. New York 1940. (xii and 428 pp.; $4.25) 


This is indeed a book with a challenge. Its very title warns the reader 
not to expect an unbiased analysis of modern war. Democracy and “the 
armed horde,” the dominant form of warfare during the last century and 
a half, are to the author two aspects of the same sinister principle. “It is the 
thesis of this book that the two_are inseparably connected both with each 
other and with a third thing, barbarism” (p. 14). Nickerson does not omit 
any of the invectives that have been directed against universal conscription, 
mass war, national war, “absolute” or “unlimited” or “total” warfare, from 
the days of the French revolution to the present érusade of the civilized 
world against Nazism and Fascism, and he improves on all of them. 

At the same time, his definition of “democracy” comprises a great variety 
of tendencies that are not generally comprehended under this term. It in- 
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cludes tendencies of proletarian socialism and anarchism as well as certain 
behavior patterns of modern anti-democratic Nazism. Socialism he refers to 
as “the monstrous doctrine produced in the alien brain of Mordecai, alias 
Karl Marx” (pp. 228-29) and he blames the dictators for copying “the 
worst feature of previous democracies” (pp. 395-96). The “romantic 
nationalism” of the early 19th century and even the far less romantic 
nationalism that was later developed by the Prussian state and the new 
German empire of 1871 are presented as mere offshoots of revolutionary 
Rousseauian democracy (pp. 128-29, 236). 


Thus, the whole theory of this book is based on a strangely outdated 
philosophy. Rousseau appears as the very arch-initiator of the horrors of 
modern “totalitarian” or “absolute” warfare (p. 86). There is only one 
period in all modern history that glitters with all the conceivable virtues. 
This is the pre-Rousseauian, pre-revolutionary 18th century with its “mod- 
eration and decorum,” its “Augustan serenity and order,” its “moral unity” 
and the ensuing “successful and strict limitation of war” (p. 63). It is the 
period of which Talleyrand said: “He who has not lived before 1789, does 
not know the sweetness of life.” It is the period that throughout the 19th 
century was extolled by all masters of the counter-revolution, from De 
Maistre to Taine. To reach this truly halcyon epoch, humanity had to pass 
through the horrors of the religious wars which in some respects surpassed 
even the 19th century’s “climax of vileness and destruction.” It is the “high 
summit” from which afterwards “Christendom fell away” into that orgy of 
mass-massacre which has not ended yet. 


In spite of this unconcealed bias of the author, his book is of outstand- 
ing value as a study of one of the most vital problems of our time. Since 
Fuller’s War and Western Civilization 1832-1932 this is the first book writ- 
ten with the particular purpose of studying “the interaction of social and 
military forms.” Even though we take exception to its conclusions we still 
have to accept its factual content and to base our own criticism mainly on a 
closer observation and a different organization of the same facts. 

The author’s principal thesis, already implied in the title and worked 
out in detail through all the eight chapters of the book, concerns the his- 
torical character of “the armed horde.” Mass war does not belong to all 
historical epochs; the author most appropriately comments on the fact that 
“oddly enough, our time which in most matters emphasizes changing rather 
than unchanged things, usually talks of war as if it changed little except for 
new weapons” (p. 5). Mass war in all its aspects is a historical product of 
the present time, “reflecting its technics, power of organization, and moral 
driving forces, fused into a single effort.” 

On the other hand, what the propagandists of both sides would make 
us believe, is not true. “Total war,” as at present conceived, is not a brand 
new invention of the last ten or twenty years. It is not a peculiar expression 
of the Nazi movement. During the last 150 years democracy itself invented 
and developed all the known aspects of the so-called total war of our time. 
Since the Jacobin levée en masse of 1793, all major democratic wars in 
Europe and the United States have been total wars within the limits set by 
the currently existing degree of technical and industrial development. They 
have been mass wars based on conscription and on a “universal draft” of 
all the resources of the belligerent nations, putting all labor and all capital 
absolutely at the disposal of the government which in turn tended to be- 
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come an appendage to the High Command of the armed forces. They 
were virtually, and in some cases actually, “unlimited” wars in the sense 
first developed in practice by the armies of the Convention and the 
Napoleonic empire, and elaborated in theory by Fichte and Hegel and their 
disciple, the German general von Clausewitz. Furthermore, these democratic 
wars almost invariably originated from, or tended to culminate in, some 
kind of social revolution. All these statements, with the possible exception 
of the last, are today accepted by all historical experts. One basic feature 
of this kind of warfare, the principle of universal service as against profes- 
sional and semi-professional long-service forces, has been acclaimed as the 
most democratic principle of military organization—the people in arms. 
Even today, the conscript armies of England and the United States resemble 
more closely the levée en masse of the revolutionary Jacobins of 1793 than 
does the German army, “with only a third of its strength even nominally 
infantry, and with much if not most of its real work done by the long-service 
professionals of its Tank Corps and of the German Air Force” (p. 397). 


Thus far the general theory of the author, which describes the modern 
form of mass war as the “natural fruit” of democracy, seems to be essen- 
tially justified. Its weakness is disclosed when in the last chapters of the 
book he applies it to the particular phenomena of the most recent historical 
development. In spite of some evidence to the contrary, the main tendency 
of this new development of warfare is not toward a further enhancement but 
rather toward a gradual decline of the type of mass warfare that pre- 
dominated formerly. This is manifested, among other things, by the lessen- 
ing importance of the “armed horde” in the military operations of the 
present war, by the comparative bloodlessness of its every operation in com- 
parison with those of twenty years ago, and by a conspicuous lack of the 
general enthusiasm characteristic of 1914 and 715. 


There is no reason to challenge this statement of the author as long as 
we regard it as a mere factual description of observable phenomenological 
tendencies. What is wrong is his attempt to explain these observable facts, 
in terms of his general theory, by a final exhaustion of the democratic prin- 
ciples of the French revolution. The whole theory of the author appears to 
suffer from over-generalization. It needs a much more specific formulation 
in order to fit the concrete facts of the actual historical development. 


First, mass warfare, even in its origin, was not a product of the French 
revolution in general, but of one definite phase of that revolution. It origi- 
nated at the critical juncture when the rise of the Vendée and outside aggres- 
sion had forced the replacement of the much more democratic principles of 
the first phase of the revolution by the authoritarian and violent measures of 
the revolutionary dictatorship of the Jacobins. Second, the further develop- 
ment of universal conscription and of all other features of the “armed 
horde” during the 19th century lay not so much in the hands of democratic 
France as in those of the anti-democratic Prussian state. This was not. as 
the author believes, merely historical irony, but had its foundation in the 
greater appropriateness of an exalted use of force and violence for the pur- 
poses of the anti-democratic counter-revolution. Third, compulsory military 
service was reintroduced in Germany after Versailles not by a democratic 
government, but by the authoritarian and anti-democratic dictatorship of 
Hitler. Thus total war is less the outcome of the democratic revolution than 
it is the weapon of the anti-democratic counter-revolution. If, nevertheless, 
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the present war shows—on the side of the fascist aggressors even more than 
on the side of the democratic defenders—a certain change of form from an 
unrestricted all-round offensive effort to a more deliberately controlled and 
as it were, “planned” method of conducting war, the decisive reasons for 
this change are to be found almost exclusively in a corresponding change of 
the economic structure of present-day society. As already observed by 
Clausewitz, the total or absolute war of the beginning of the 19th century 
had a close structural resemblance to the then flourishing cut-throat struggles 
of early economy. “War,” said he, “is much like business competition 
pushed to its logical conclusions and unrestrained by any law other than 
expediency.” As compared to that earlier form, the war waged today by 
Hitler, and against him by the democracies, is not a less comprehensive and 


less violent, but merely a more highly rationalized, planned, and controlled 
form of modern war. 


Kart KorscH (Boston, Mass.). 


Bruck, W. F., Social and Economic History of Germany 
from William II to Hitler. 1888-1938. A Comparative Study. Oxford 
University Press. London and New York 1938. (291 pp.; 12 s. 6 d., 
$4.50) 


Stolper, Gustav, German Economy, 1870-1940. Reynal & Hitch- 
cock. New York 1940. (315 pp.; $3.00) 


Reimann Guenter, The Vampire Economy. Doing Business 
under Fascism. The Vanguard Press. New York 1939. (350 pp.; $3.00) 


Lewis, Cleona, Nazi Europe and World Trade. The Brookings 
Institution. Washington, D. C. 1941. (200 pp.; $2.00) 


An economic history of Germany during the past fifty years is a daring 
undertaking for anyone to attempt in 291 pages. But when, as in Bruck, the 
attempt is also made to present the ideological connections that go with the 
economic history, the work must of necessity and at best come out as a 
rather sketchy affair. Furthermore, it is questionable in the extreme how far 
one may stress ideological ties that belong to the mercantilist period, as is 
done here, and yet obtain parallels to problems that have been raised in the 
latest period of capitalism. For example, Bruck puts the economic policy of 
Frederic II of Prussia under the same rubric as the T.V.A. The two policies, 
however, though they may from a formal point of view both be identified as 
policies of governmental intervention, are decisively different, as every volume 
of the Acta Borussica clearly shows. Frederic II found intervention neces- 
sary to stimulate and further privately owned manufactures, while the T.V.A. 
attempts to substitute public ownership in the utilities field as a means of 
assuring cheaper rates to the consumer. 

The most interesting section consists of the author’s presentation of the 
more recent problem of concentration and the problems of banking and 
industry in which he has had wide experience. The wealth of material on 
economic and social developments of the post-war era has quite evidently 
overwhelmed him, however, and instead of a concise sketch, we get among 
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other things historico-psychological aperçus on the character of the German 
working class, pro and con judgments on Rosenberg’s history of the German 
Republic and skeleton remarks on the most recent events in Germany. Taken 
all in all we can say that the author has brought an unquestionably wide 
range of knowledge to bear on his study; but the work places before us a 
mass of opinions, those of the author and of others, and these do not attain 
his goal of an economic history of Germany. 

Whereas Bruck overemphasizes the recrudescence of mercantilist motives, 
Stolper puts much too much emphasis from the very beginning on a thesis 
that has become rather popular today for manifold reasons, namely, that 
the state gains ascendancy over the economic life of the nation. Viewed in 
this context, the early history of Prussia appears as a history of “statecraft, 
administrative efficiency, and military organization.” 


This Leitmotiv never disappears. It helps to formulate the thesis that 
“imperial Germany has gradually become an economic system of mixed 
private and public ownership.” But the term “mixed ownership” begs more 
questions than it answers. For example, which class has the means of produc- 
tion at its disposal in the case of mixed ownership? As the thesis is further 
developed, imperial Germany is described as a system very different from 
the so-called classic liberal system, a view, by the way, which is rather diffi- 
cult to combine with the contention we find 30 pages later that “when 
Germany entered the war, her economic life was intrinsically free, built on 
liberal capitalist principles.” The chapter on the Weimar Republic, too, 
gives the author welcome opportunity to build up his thesis. He turns his 
attention especially to the administration of government and banking. But 
since he does not mention the structural changes that took place in the forms 
of capitalist organization, especially the undermining of the stockholders’ 
democracy by various well-known devices, and since he is completely silent 
about the internecine struggle that went on between the different banking 
groups, his picture becomes a fairly one-sided one, so that it would be difficult 
to subscribe to his thesis “that the democratic republic left as a heritage an 
economic system that corresponded rather closely to a complete system of 
socialism.” 


One special point has to be mentioned in this context which shows a single- 
mindedness on the part of the author. Referring to the stream of foreign 
loans, he complains that there was no legal remedy against the mounting 
foreign indebtedness and he gives special credit to Schacht for having applied 
brakes in some cases, at least as far as the foreign indebtedness of municipali- 
ties was concerned. But he entirely fails to mention that these measures 
enabled the privately owned public utilities to continue to compete with the 
extensive system of municipally owned public utilities. What gives the book 
some interest despite its shortcomings is the fact that it constitutes an attempt 
to describe German economic developments in the categories and with the 
eyes of liberal capitalism. 


Reimann has. pieced together his picture of the German economic situa- 
tion out of impressions gleaned in conversations with German business men, 
letters from Germany, and the data in official publications. The whole is 
presented from the viewpoint of a manufacturer who is comparing his present 
social position in Germany with the conventional position enjoyed by a manu- 
facturer within a capitalist economy. This does not imply that the social 
situation and individual attitude of other social classes is not treated in the 
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book, but they are intentionally made subordinate to the manufacturer’s 
problem about his fate. The author is most successful when he shows how 
the attitude of aversion on the part of the manufacturers for the new system, 
to some extent a reflex of their more comfortable position in the second 
Reich, did not prevent their absorption into the German economic apparatus. 
Reimann is right in his assertion that the theoretical retention of private 
property as the basis for the economic structure went hand in hand with 
methods which already belonged to another economic system. Although em- 
phasizing that this did not result in a new social order, he is at the same 
time anxious to show that a phenomenon of great social importance occurred, 
at least in a negative sense, in the annihilation of the independent middle class. 

Reimann uses his presentation of the economic groups in the society to 
adduce an elaborate explanation of the role of the group leader as the contact 
man. This leader, however, has another, perhaps not intended, yet still 
more important function, clearly to be seen from the German decrees and 
periodicals. The actual control exercised over the groups by their most 
powerful leaders gives the big combinations an additional means whereby 
they can exclude smaller competitors. This practice has also been observed 
recently in the English war economy. Further investigation of it as an 
important element in the process of concentration would not be without 
significance. 

The problem of the relationship between the bureaucracy and the manu- 
facturers is given clear answer by the author when he speaks of a lowering 
of the rank of the latter and their complete subordination under a high 
ranking bureaucracy. As already shown in Louis Frank’s newest book on 
Italy, however, the problem probably is one of a process of mutual inter- 
penetration between power positions and interests, wherein the emphasis lies 
not so much on property as on the command over the means of production 
regardless of legal ownership. In most cases, the state simply acknowledged 
existing economic powers of command. In some others, it shifted such 
powers from “unreliable” persons (non-aryans or so-called enemies of the 
state) to “reliable” ones, or enhanced existing powers. 

Many details in German developments that have not received much atten- 
tion hitherto are thoroughly investigated in this book, replete with its 
especially fluent and illustrative descriptions: the hows and whys of the 
“Preiskommissar’s” actions, the industrial Standortsverschiebungen and the 
consequences, the manufacturing cost of Ersatz production. Though the 
theme has been necessarily limited through the selection of the viewpoint, 
the book is a good presentation of a certain aspect of German development. 


Nazi Europe and World Trade is based on an analysis of the trade 
relationships of the Nazified parts of Europe, with the figures for 1929 and 
1937 serving as starting points. The book shows in the main that the trade 
position of Nazi Germany has not been basically altered by the conquests 
made up to the spring of 1941. Net imports of food and raw materials into 
the areas under German domination are still considerably greater than the 
net exports of manufactures. This thesis is proved by an exhaustive and 
careful analysis of all available data. The tabulation takes into account 
even the possibility of a complete conquest of the whole Mediterranean area. 
But, as the author points out in many places and especially in her con- 
clusions, the validity of the analysis is limited by a series of factors, part of 
them political, part economic. An appraisal can not yet be attempted of the 
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impact of the technical as well as the organizational revolution that is con- 
stantly going on, although the comparison of the 1929 with the 1937 figures 
already shows some significant changes. 

The book starts with the assumption of a Nazified Europe, the sphere 
of domination of which ends at the Channel ports and at the confines of the 
Russian Empire. But it looks as if Hitler’s advisers had studied the same 
figures and made up their minds not to reassume trade relations on this basis. 


Otro KIRCHHEIMER (New York). 


The Philosophical Review 


Edited by 


THE FACULTY or tHe SAGE SCHOOL or PHILOSOPHY 
CoRNELL UNIVERSITY 


Issued every two months, and devoted to the interests of 
philosophy, including logic, metaphysics, ethics, aesthetics, 
the history of philosophy, and the philosophy of religion. 
By the terms of its establishment, the Review is an abso- 
lutely free organ of philosophical scholarship. 


SUBSCRIPTION, SINGLE Numbers, $1.00; PER ANNUM, $5.00 


Subscriptions should be sent to 


LONGMANS, GREEN AND COMPANY 
55 Fifth Avenue New York City 


The publishers of Philosophic Abstracts take pleasure 
in announcing for Summer 1941 publication 


The Dictionary of Philosophy 


Although embraced in one volume, the dictionary covers metaphysics, ethics, 
epistemology, logic, philosophy of religion, esthetics, philosophy of law, philosophy 
of education, social philosophy and philosophical psychology. Special emphasis 
has been placed on the definition of basic concepts and terms germane to the 
contemporary schools of philosophy, logical positivism, dialectical materialism, 
mathematical logic, neo-scholasticism, philosophy of science, Chinese, Jewish and 
Indian philosophy. 

The DICTIONARY OF PHILOSOPHY is edited by Dagobert D. Runes with 
the collaboration of Alonzo Church, Rudolf Carnap, G. Watts Cunningham, 
Edgar Sheffield Brightman, R. B. Winn, Rudolf Allers, A. C. Ewing, Ralph 
Tyler Flewelling, Jorgen Jorgensen, Ledger Wood, William Marias Malisoff, 
Carl G. Hempel, B. A. G. Fuller, A. Cornelius Benjamin, Hunter Guthrie, Wilbur 
Long, V. J. McGill, A. C. Pegis, Glenn R. Morrow, Thomas Greenwood, Wendell 
T. Bush, Dorion Cairns, James K. Feibleman, Paul A. Schillp, Paul Weiss and a 
number of other scholars. 


Applications for further literature, as well as 
other communications, should be addressed to: 


PHILOSOPHIC ABSTRACTS 
15 East 40th Street New York City 


The Journal of Aesthetics 
and Art Criticism 


Editor: Dacosert D. RUNES 


Contributing Editors: 


GEORGE Boas T. M. GREENE HELEN H. PARKHURST 
EMMANUEL CHAPMAN KATHERINE GILBERT Max SCHOEN 
James K. FEIBLEMAN HELMUT KUHN Raymonp S. STITES 


F. M. Garz 


IN THE FIRST ISSUE: 


Aesthetic Experience in the Light of Current Psychology 
Max Schoen 


Symbolic Values in the Formal Structure of Art. Raymond S. Stites 


LIONELLO VENTURI THomas Munro 


Aesthetics in Catholic Philosophy .................... Emmanuel Chapman 
French Romantic Aesthetica.........................00:- George Boas 
MEPS EC RGLOUMSINN en ge Lionello Venturi 
Problems Relating to Music and Film.......................... Paolo Milano 
The Function and Value of Aestheties.................. Van Meter Ames 
The Relativity of Form in Art... A. P. Ushenko 


Mind and Medium in the Modern Dance.............. Katherine Gilbert 


Subscription Price: $4.00 per year, $7.00 for two years. Foreign Subscriptions: $1.00 
additional. The Secretary, The Journal of Aesthetics, 15 East 40th Street, New York, N. Y. 


JOURNAL OF THE HISTORY OF IDEAS 
COLLEGE OF THE CITY OF NEW YORK 
Forthcoming Articles 
To Appear in Volume III (1942) 

Causation in Historical Events............................. F. J. E. Teggart 
Christian Myth and Christian History Lynn White 
Dostoyevsky’s Metaphor of the “Underground”... M. C. Beardsley 
Pico della Mirandola Ernst Cassirer 
The Forging of Fascist Doctrine Clarence H. Yarrow 

The Leadership Principle in National Socialism 
The American Scholar in Three Wars Merle Curti 


The English Case Against Voltaire Bernard N. Schilling 
The Concept of Usury Carl F. Taeusch 


Notes and Documents 
Thomas Hood’s Inaugural Address as First Mathematical Lecturer 
of London (1588) Francis R. Johnson 
Nicholas of Autrecourt’s Lost Letter Julius Weinberg 


Also: Discussion of The Method of Historiography by Ernst 
Cassirer, Morris R. Cohen, Benedetto Croce, Maurice Man- 
delbaum, in January 1942. 


Subscription rates: $4 per annum; $1.25 per copy 
Foreign: $4.50 per annum; $1.50 per copy 


John L. Griffin, Strikes, a Study in Quantitative Econom- 
ics—Morris L. Cooke and Philip Murray, Or- 
ganized Labor and Production—David Ziskind, One 
Thousand Strikes of Government Employees—W alter Gal- 
enson, Rival Unionism in the United States—Malcolm 
Sharp and Charles D. Gregory, Social Change and 
Labor Law.—Written Trade Agreements in Collective Bargain- 
ing—Marshall Dawson, Problems of Workmen’s Com- 
pensation Administration in the United States and Canada.— 
Administration of the Fair Labor Standards Act of October 1938. 
—National Labor Relations Board.—The Walsh-Healey Act. 
Penn ini ccs RO AN Laake 


Hoffman Nickerson, The Armed Horde 1793-1939. A 
Study of the Rise, Survival, and Decline of the Mass Army. 
‘CYS SEES <ul ta oni ao Ne eatin el Se 

W.F. Bruck, Social and Economic History of Germany from 
William II to Hitler, 1888-1938—Gustav Stolper, Ger- 
man Economy, 1870-1940—Guenter Reimann, The 
Vampire Economy. Doing Business under Fascism.—Cleona 
Lewis, Nazi Europe and World Trade (Kirchheimer) 


354 


358 


361 


Studies in Philosophy and Social Science is published three times a year by the Institute 


of Social Research, 429 West 117th Street, New York City. 
The price of a single issue is $1.00, and the annual subscription is $3.00. 


Editorial communications should be addressed to the Institute of Social Research, 


429 West 117th Street, New York City. 


Subscriptions and business communications should be sent to William Salloch, 344 East 


17th Street, New York City. 


REASON AND REVOLUTION: 


Hegel and the Rise of Social Theory 


by HERBERT MARCUSE 


(Institute of Social Research) 


This important new book reinterprets Hegel’s philosophy in its 


relation to European thought from the French Revolution to 


today’s National Socialism. In three sections, it traces the funda- 


mental tenets of Hegel’s dialectics, outlines the effect of his 


thought on subsequent philosophical and social development, 


and provides an interpretation of his contributions in terms of 


present political ideologies. Extensive bibliography. Index. $3.75. 


THE OXFORD UNIVERSITY PRESS, 114 Fifth Ave., N. Y. C. 


STUDIES IN PHILOSOPHY AND SOCIAL SCIENCE 


Published by 
THE INSTITUTE OF SOCIAL RESEARCH 


Vol. IX 1941 No. 1 
Special Number on Sociology of Communication 


Paul F. Lazarsfeld, Remarks on Administrative and 
Critical Communications Research 

T. W. Adorno (with the assistance of George Simp- 
son), On Popular Music 


Harold D. Lasswell, Radio as an Instrument of Reduc- 
ing Personal Insecurity 


Herta Herzog, On Borrowed Experience. An Analysis of 
Listening to Daytime Sketches 


William Dieterle, Hollywood and the European Crisis 
Charles A. Siepmann, Radio and Education 


Notes On Institute Activities 
Research Project on Antisemitism 


Reviews 


Price of this issue: $1.00 


Orders to be sent to WILLIAM SALLOCH 
344 East 17th Street New York City 


The American Sociological Review 


The Official Journal of the American Sociological Society 
PUBLISHED BI-MONTHLY 


The American Sociological Review is published bi-monthly, 


appearing in February, April, June, August, October and 
December. 


It is devoted to the publication of papers and proceedings 
of the American Sociological Society, and to research studies 
contributed by the Society’s membership. 


General subscription price—$4 a year 


Special library subscription—$3 a year 


Address communications to the Managing Editor, 
American Sociological Society, 
University of Pittsburgh, Pittsburgh, Pennsylvania 


